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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


ECONOMIC INTENSIFICATION DEFINED, ANALYZED 
Definition 
Moscow EKONOMICHESKAYA GAZETA in Russian No 7, Feb 82 p 10 


/Article by Corresponding Member of the USSR Academy of Sciences G. Sorokin: 
"The Laws of Intensification"/ 


/Text/ The changeover of the economy to the primarily intensive means of develop- 
ment is increasing the attention to the questions of the planned management of the 
factors of intensification. The increase of the efficiency of social production, 
which can be achieved as a result of intensification, is the basis of the solution 
of all the socioeconomic problems of the building of communism. 


The Content of the Category 


Intensification results from scientific and technical progress and the improvement 
of the organization of labor and production. In general form it implies the quali- 
tative improvement of all aspects of production, which leads to the speeding up of 
production processes, the filling up of working and, as a whole, production time 
and the increasing use of advanced equipment and technology. All this ensures the 
decrease of the total expenditures of labor and material resources with an in- 
crease of the quality of items. 


Comprehensive intensification is the general trend in the development of socialist 
production throughout the building of the material and technical base of communism. 


Inherent in each mode of production are its own methods and limits of intensifica- 
tion, which are predetermined by economic laws. Socialism in contrast to capital- 
ism speeds up intensification, rids it of antagonism and accomplishes it in a 
planned manner. Since intensification makes it possible to obtain a larger amount 
of national product, national income, consumption and accumulation funds in a 
shorter period and with fewer expenditures of national labor, it conforms to the 
main goal of socialist production and is subordinate in its development to the 
main economic law. Under socialism the universal interest of the workers in in- 
tensification and the increase of efficiency is achieved owing to the public own- 
ership of the means of production. These categories appear as the vital interest 
of society as a whole, its friendly classes and social groups, the workers of all 
nations and nationalities of the country, every enterprise and every worker. 











At the same time there are specific laws of intensification. Among them are the 
development of the technical structure of production, the replacement of manual 
labor with machine labor with an increase of the economic limits of the use of 
machines, the intensification of the labor of the aggregate worker, the intensifi- 
cation of reproduction at all its stages, the shortening of the reproduction 
cycle, the intensification of simple reproduction and accumulation. 


The basis of intensification is technical progress. The industrialization of all 
the sectors of production and circulation, the intensification of the division of 
labor, the specialization and cooperation of production, the use of systems of 
machines and technological processes, which unite previously separate stages of 
production and speed up the entire production process--all this acquires with time 
greater and greater importance and steps up intensification. 


Of course, such a course of development is possible, if more efficient means of 
production are used, while the available ones are used, just like natural re- 
sources, more completely, if production is boosted and the proportion of the sec- 
tors, which govern scientific and technical progress, is increased. 





The calculations of specialists attest that given the present technology the as- 
sumption about the increase of the cost of a unit of source raw materials and 
equipment is probable. This is a signal to seek new technical solutions, which 
are capable o breaking the trend for raw materials and equipment to increase in 
cost, an imperative demand to have a new technical basis for long-range plans. 


The historical trend of both technical progress and the intensification of produc- 
tion consists in the replacement of manuai labor with machine labor. The state- | 
ment of this situation, however, is insufficient for the practical solution of the 
problems of intensification. It is important to establish, what the level of tech- : 
nology and the rate of its development are during each period, to what extent they 
make it possible to solve ripe social and production problems; it is necessary to 
determine the economic limits of the use of machines. 


It is especially important, it seems, to determine the lower economic limit of the 
use of equipment. If the expenditures of labor, which are connected with the at- 
traction of new productive capital, and the economy of labor, which is due to its 
replacement, are equal, then the ratio of both values will be equal to l. This 
will also be, in our opinion, the lower limit of the use of fixed production capi- 
tal (machines). 


In those instances when the value of the fixed capital per worker (a kind of 
"value of the workplace") is less than the national income, which would be cre- 
ated during the entire service life of the equipment, the limit of the use of the 
capital (machines) will rise higher than the lower level. 


Each new life cycle of the capital should exceed, to the extent of technical prog- 
ress and the improvement of the organization of production, the already achieved 
and not the lower limit. Otherwise the slowing of the rate of economic growth is 
inevitable. 








In addition to economic limits, there are also social limits of the use of fixed 
capital. Under socialism they are determined entirely by the need to facilitate 
labor, to eliminate the types of labor, which are harmful to the health, and to 
supplant monotonous operations which stifle the creative nature of activity. 


The improvement of the organization of labor and management is another decisive 
factor of the intensive development of production, following technical progress. 
Mechanization, the capital-labor ratio and equipment form only potential factors 
of intensification. In order for them to become a reality, it is necessary to put 
into effect organizational factors. The increase of technical equipment is real- 
ized in the increase of labor productivity through its social organization. The 
advantages of technically highly equipped labor can be realized only in the case 
of its improved organization. And, finally, the balancing of the economy and the 
progressive change of the structure of the national economy are an indispensable 
condition of the stepping up of intensification. 


Intensification is responsible for the increase of labor productivity. However, 
under socialism it is achieved in the case of the normal intensification of labor, 
and not by the excessive expenditure of the "vital energy" of the worker, owing to 
the reequipment of labor, which leads to the normalization, facilitation and im 
provement of its conditions. 


The intensification of production, which acts destructively on the health of the 
worker, is impossible in socialist society, the society of the workers. Intensi- 
fication takes place in the interests of the workers in the presence of full em- 
ployment and does not lead, as under capitalism, to unemployment. 


Intensification speeds up the development of the social nature of labor. Follow- 
ing the convergence of separate production flows into one common flow large produc- 
tion collectives are formed, the contacts of the workers and the unity of their 
interests in production and the distribution of the produced output are strength- 
ened, new forms of labor discipline emerge. Not so much individual labor as the 
aggregate labor is intensified as a result of the improvement of the organization of 
labor and the planned implementation of scientific and technical progress and the 
efficient combination in distribution of living labor and the physical assets of 
production. 


The Methods of Evaluation 


A system of indicators is needed for describing the complex processes of intensi- 
fication. 


When evaluating its level two types of indicators are used: structural indicators 
(the ratio of the extensive and intensive factors, the proportions of both factors) 
and dynamic indicators (the growth rates of the intensive factors). For example, 
the level of the mechanization of labor and its increase, the proportion of the in- 
tensive factors in the growth and its increase. Let us stress once again that it 
is possible to trace the interconnection of the indicators, they often control 

each other. 








The indicators and the methods of measurement of the ratio of the intensive and ex- 
tensive factors of the national economy are of particular importance. Many econo- 
mists are working on this problem, various methods have been proposed. Most often 
they are confined to the measuring of the proportion of the intensive factors in the 
increase of the product. For example, the proportion of the output obtained by 
means of the increase of labor productivity. 


However, the incremental values of the output with respect to its total amount 
are comparatively small, in recent years about 4 percent. The proportion of the 
intensive factors in the total amount of produced output, and not in its increase, 
is expressed by different values. 


The number of workers engaged in machine, mechanized and manual labor, in our opin- 
ion, can be one of the indicators of the proportion of the intensive factors in 
the production of the total national product, in the entire amount of national in- 
come, in the total amount of labor used in social production. Machine, mechanized 
labor is more productive and intensive, and the more people who are freed from 
manual labor, the more intensive production becomes. Of course, in some cases 
manual labor can be more intensive than mechanized labor, but if we take produc- 
tion as a whole and bear in mind the historical trend of its development, the dis- 
semination of machine labor is equivalent to the dissemination of the intensifica- 
tion of production. If we take the named indicator as a guide and take into ac- 
count that machine labor is more productive than manual labor, the proportion of 
the intensive factors in all production, according to our calculations, slightly 
exceeds 50 percent. 


The elaboration of integral methods of the evaluation of the intensive use of all 
production resources--fixed production capital, material and manpower resources-- 
is of great practical importance. The proposed methods for the present are still 
complicated and do not make it possible to take into account the dynamics of all 
the indicators. The rapid elaboration of the indicators of intensification, which 
are acceptable for all levels of management, will be conducive to the successful 
accomplishment of the tasks of the five-year plan. The increase of labor produc- 
tivity and the decrease of the expenditures of living and past labor per unit of 
output serve as the main criterion of intensification. Over long periods the dy- 
namics of the expenditures of living and embodied labor has the same direction. 
But during individual intervals of time the rate of the saving of both can be dif- 
ferent. Finally, during certain periods the econceny of living labor can be ac- 
companied by an increase of the expenditures of past labor. Here it is important 
for the total amount of expenditures to decrease. 


The National Income and Resources 


The vast production resources accumulated in the country are making it possible 

at the present stage to raise in a new way the question of the sources of economic 
growth and to place the emphasis on the primarily intensive factors. The rapid 
increase of the material conditions of intensification is now occurring. This 
finds expression first of all in the increase of the electric power-worker, power- 
worker and capital-labor ratios. 











The intensive types of reproduction are usually divided into the capital-saving 
and capital-intensive types subject to whether the amounts of productive capital 
per unit of produced product decrease or increase. In life both are observed. It 
is important to establish, which predominates, which trend is natural. The 
capital-output ratio should be viewed in conjunction with the labor-output ratio. 
That intensification, in case of which labor productivity increases more rapidly 
than the capital-labor ratio, is the most progressive. 


How the labor-output ratio and the capital-output ratio of the national economy 
changed during 1971-1980, is reflected in the cited table. 


Indicators 1970 1975 1980 


National income in constant prices, billions of rubles. . 289.9 382.7 469.9 

Used productive capital, billions of rubles ...... . 857.0 1256.1 1694.6 
including fixed production capital . ........-. 531.0 805.0 1149.0 

Wage fund in physical production (necessary product), 

Deo ae. Of ee ae ee ae oe oe oe a ee a ee ee ee ee) 148.2 165.8 

Used productive capital per ruble of national income, 

a ie eae a eee ee ee ee ee ee ee ee oe ae 2.96 3.28 3.61 

Wage per ruble of national income, rubles ........ 0.4 0.39 0.35 

Index of productivity of national labor ......... 100 125 146 





The productivity of national labor in 1980 as compared with 1970 had increased 
46 percent. The bulk of the increase of the national income was obtained due to 
this factor. 


From the approximate calculations it is also evident that the used capital in- 
creased more rapidly than the national income. The increase of the capital-output 
ratio was not covered by the decrease of the labor-output ratio. 


At the same time it should be borne in mind that although the amounts of accumula- 
tions per unit of used capital decreased, the amount of the monetary accumulations 
in 1980 as compared with 1970 had increased by more than 90 billion rubles. 


During the llth Five-Year Plan it is envisaged to speed up the process of intensi- 
fication and the increase of production efficiency. The increase of the return of 
productive capital and the acceleration of the growth rate of labor productivity 
are the most important tasks of the llth Five-Year Plan. | 


Applications 
Moscow EKONOMICHESKAYA GAZETA in Russian No 10, Mar 82 p 10 
/Article by Candidate of Economic Sciences D. Chernikov, chief of a sector of the 
Scientific Research Institute of Economics attached to USSR Gosplan: "Intensifica- 
tion and Balance''/ 
/Text/ The qualitative changes in all the links of the economy, which are con- 


nected with the completion of the changeover to the primarily intensive type of 
economy growth, are causing the need for the improvement of the proportions of 














expanded reproduction. The assurance of the dynamic balance of the national econ- 
omy and of a constantly maintained proportionality is a necessary condition of 
intensification. 


New Aspects of Analysis 


The national economic balance acts as the main tool of the establishment of the 
necessary proportions of expanded reproduction when drafting the long-range plan. 
In USSR Gosplan and scientific organizations much work has been done on the devel- 
opment of systems and methods of its calculation, which has promoted the improve- 
ment of national economic planning and the extension of the analysis of the proc- 
ess of expanded reproduction. The formulation of a broader approach to the study 
of the balance of the economy and the identification of its new aspects were of 
particular importance. Not only the proportions of the structure of the inter- 
mediate and final product, but also the coordination of the process of the repro- 
duction of the means of labor and manpower resources and the synchronization in 
time of the periods of the creation and functioning of fixed capital began to be 
studied. 


The main direction of the improvement of the national economic balance under pres- 
ent conditions involves the creation of a system of models of the forecasting of 
the rates and proportions of economic growth, which is called upon to reflect and 
combine fundamentally the various aspects of the balance. Thus, in the case of 
the analysis of the factor aspect it is a question of achieving the necessary con- 
formity in the movement of fixed capital and manpower resources by means of 

models which make it possible to describe in a statistically reliable and economi- 
cally meaningful way the process of the transformation of these factors of produc- 
tion in the output. 


The studies in the area of the lag aspect of the balance take into account the 
breakdown in time of the expenditures of the factors of production and the effect 
which can be achieved by means of them. The elaboration of models of the dis- 
tributed lag, which describe the term of construction and the period of the com- 
plete replacement of the fixed capital, is being carried out. 


The structural aspect of the balance is revealed through the ratios between the 
various sectors of the national economy. Econometric models, which make it pos- 
sible to establish the natural interrelations of the intersectorial flows of out- 
put with the structure of ultimate consumption, are used for its reflection. 


Resources and Rates 


Objective natural ratios, which are reflected in the capital-labor ratio, are 
forming between the amount of fixed capital and the number of those employed in 

the sphere of physical production. In the course of the development of the social- 
ist economy labor becomes more and more technically equipped, the capitz1-labor 
ratio increases. However, the latter is not an end in itself, but a means of in- 
creasing labor productivity, since scientific and technical progress is material- 
ized in the fixed production capital and living labor is replaced by embodied la- 
bor. Either the capital-intensive or the capital-saving form of scientific and 
technical progress predominates, depending on the dynamics of the output-capital 








ratio. Different interrelations exist between the increase of the capital-labor 
ratio and the growth of labor productivity, which is governed by these forms of 
scientific and technical progress. 


The calculations which were made show that with the increase of the growth rate of 
the capital-labor ratio, given the established nature of the replacement of fixed 
capital, the proportion of the capital-intensive form of scientific and technical 
progress increases and the proportion of the capital-saving form decreases. 





In the different sectors of the national economy the ratio between the capital- 
saving and the capital-intensive forms of scientific and technical progress in the 
assurance of the increase of labor productivity in the past 20 years has formed in 
different ways, subject to the rate of increase of the capital-labor ratio. In 
agriculture, construction and the sphere of circulation the zone of the transition 
from the predominance of the capital-saving form to the predominance of the capital- 
intensive form of scientific and technical progress was within the range of 1 to 

2 percent of the growth rate of the capital-labor ratio, in industry and the sphere 
of physical production as a whole--3 to 4 percent, in transportation and communica- 
tionss--4 to 5 percent. Since in all the sectors of the national economy the 
growth rates of the capital-labor ratio in the past 20 years were higher than the 
indicated threshold values, the capital-intensive form of scientific and technical 
progress predominated. As a whole for the sphere of physical production during 
this period of time it ranged from 58.1 to 66.1 percent. 


Increase of Labor Productivity and the Capital-Labor Ratio 
(percent) 


1970 1975 1980 


Capital-labor ratio per person employed in the sphere 
of physical production. ....6seeeeseseee ee ve « 100 142 195 
Productivity of national labor. ......+. +++ -«-- 100 125 146 


Although this corresponded to some increase of labor productivity, it adversely 
affected the dynamics of the output-capital ratio. In this connection during the 
years of the llth Five-Year Plan some convergence of the growth rates of fixed 
capital and manpower resources will be accomplished by the substantial accelera- 
tion of the updating of equipment. 


The problem of the coordination of the dynamics of the fixed capital and manpower 
resources arises as a result of the fact that the processes of their reproduction 
have a certain autonomy. 


An insufficiently quick and timely reaction of the process of the reproduction of 
fixed capital to arisen changes in the dynamics of manpower resources in the course 
of the fulfillment of the plan results in the disturbance of the balance of the 
factors of production. 


The steady increase of labor productivity is one of the distinctive traits of the 
socialist economy, which attests to a high level of balance of the factors of so- 
cial production. However, during periods when radical changes occur in the re- 
production structure of the national economy, individual elements of factor 











imbalance may appear. In the past decade, as the studies made on the basis of a 
system of models of the forecasting of the rates and proportions of economic growth 
show, it was connected with the nonconformity in the dynamics of the fixed capital 
and manpower resources. The unjustifiably large gap in their dynamics is a result 
of the excessive speeding up of the growth rate of the fixed capital, the perfornm- 
ance of an enormous amount of capital construction, which was connected with the 
simultaneous implementation of a large number of major investment programs, which 
were piled on top of each other, and of projects, which were not stipulated by the 
national economic plan under the conditions of the inadequate allocation of assets 
for the renovation of the operating production equipment and the slowing of the 
process of its replacement. As a result, approximately one-third of the increase 
of fixed capital in 1971-1980 was not coordinated with the available amount of man- 
power resources, which had a substantial influence on the worsening of the use of 
production capacities and to a significant degree resulted in a shortage of man- 
power. 


Attention was directed to this circumstance in the Basic Directions of Economic and 
Social Development of the Country, in which the need to take steps to achieve a 
balance of the available workplaces and the workplaces being created with manpower 
resources is noted. 


The solution of this problem will be an important feature of the llth Five-Year 
Plan, which is connected with the assurance of the factor balance of the national 
economy. 


The existing imbalance of the processes of the reproduction of fixed capital and 
manpower resources is checking the completion of the changeover to the primarily 
intensive type of expanded reproduction. 


The portion of the increase of production, which was obtained by means of the in- 
crease of labor productivity, is usually identified with the proportion of the in- 
tensive type of expanded reproduction. It seems to us that although the increase 
of labor productivity is an important factor of the increase of the efficiency of 
social production, it is fa~ from the only one. It is unjustified to identify the 
portion of the increase of output, which was obtained by means of the increase of 
labor productivity, with the proportion of the intensive type of expanded repro- 
duction, since in this case the efficient use of means of labor is not taken into 
account at all. 


Therefore, the delimitation of the capital-intensive and the capital-saving forms 
of scientific and technical progress is the basis for the delimitation of the ex- 
tensive and the intensive types of expanded reproduction along with the increase 
of the number of those employed in physical production. The intensive type of re- 
production is connected not with the entire increase of labor productivity, but 
only with that portion of it, which resulted from the capital-saving form of 
scientific and technical progress, since the economy of both living and embodied 
labor is characteristic only of it. 


The calculations made at the Scientific Research Institute of Economics attached 
to USSR Gosplan show that the proportion of the intensive type of expanded repro- 
duction in the total increase of the final national product was less than 














one-half. Thus, in 1966-1970 it was equal to 33.5 percent, in 1971-1975--26.9 per- 
cent, in 1976-1980--30.5 percent. In the case of such a method of calculation the 
estimate of the proportion of the intensive type of economic growth will be lower 
than in the case of the estimate according to the proportion of the increase of the 
national income due to the increase of labor productivity. 


Capital and Structure 


In connection with the limitation of the extensive sources of development and the 
decrease of the possibilities for the additional commitment to the economic turn- 
over of the basis types of production resources the process of economic growth is 
being governed toa greater and greater extent by the laws of the reproduction of 
fixed capital. Since its aggregate is continuously being replaced, such lag char- 
acteristics as the duration of the construction cycle and the service life of fixed 
capital affect the balance of the national economy. The determination of the opti- 
mality of these lags, when the scale of capital construction and the amount of 
operating means of labor have increased immeasurably, has become a cardinal problem 
of economy growth. 


Indeed, a sharp increase of the amount of newly begun construction, taking into 
account the tie-up of capital investments in already started construction projects, 
leads to the prolongation of the construction cycle, the freezing of the allocated 
capital and the slowing of scientific and technical progress. If the amount of be- 
gun construction is sharply decreased, less new equipment enters the sphere of 
physical production, the possibilities of constructing enterprises which are con- 
nected with operating enterprises are restricted, and all this directly affects 

the decrease of the rate of scientific and technical progress. 


A similar analysis can be made with reference to the process of the replacement of 
fixed capital. 


The quantitative values of the optimum terms of construction and service lives of 
fixed capital depend on the specific problems which are being solved by the na- 
tional economy during the given period of time. Under present conditions the 
shortening of the terms of construction and the service lives of fixed capital, 
which exceed the standard values, acts as one of the basic conditions for the in- 
tensification of the process of expanded reproduction. 


In 1961-1980 an increase of unfinished construction and the service lives of fixed 
capital occurred. Thus, the ratio of unfinished construction to the annual amount 
of capital investmerts increased from 69 percent in 1960 to 91 percent in 1980, 
while the average service life of fixed capital during this period increased from 
17.2 to 18.1 years, including from 12.2 to 14.2 years for machinery and equipment 
and from 36.3 to 43.1 years for building and structures. 


The coordination of the various construction programs, the total amount and syn- 
chronization of which in time are ensured by new construction, is the main task of 
the shortening of the investment cycle. In the formed situation the limitation of 
newly begun construction and the decrease of the number and the total estimated 
cost of the construction jobs being performed simultaneously are a condition of the 
observance of the lag balance of the national economy. As the studies made at the 











institute show, the assurance of the lag balance in the investment sphere presumes 
that the amount of the total estimated cost of construction cannot exceed by more 
than three- to fourfold the annual amount of productive capital investments. 


The change of the very nature of the replacement of fixed capital is an important 
direction of the observance of the lag balance. The intensive form, which presumes 
the economically sound retirement of worn out and obsolete means of labor and their 
replacement on a qualitatively new level, should become predominant. The calcula- 
tions show that in the next 10 years a twofold increase of the proportion of the 
expenditures on the reimbursement of retirement is expedient, which will make it 
possible to ensure the observance of the standard service lives of fixed capital. 


The primarily intensive type of expanded reproduction makes it possible to ensure 
in the total amount of the gross national product a higher proportion of the final 
product as compared with the extensive type. 


As the calculations made at the Scientific Research Institute of Economics attached 
to USSR Gosplan show, in the past 20 years the structure of the gross national 
product has changed (see the table). The increase of the proportion of the objects 
of labor in the composition of the gross national product is leading to the prefer- 
ential redistribution of capital investments in the sectors of extraction and pri- 
mary processing of natural resources. At the same time the proportion of the means 
of labor, which creates the basis for the gradual intensification of production, is 
increasing. The change of the nature of the interrelationship of the sectors, 
which directly fcocm the structure of the final product, and the sectors of the ex- 
traction and primary processing of natural resources should be assigned to the 
main directions of the increase of the level of the structural balance of the na- 
tional economy. 


Structure of Gross National Product 














(percent) 
Subdivision I of social production Subdivision II of Total 
means of labor objects of labor social production 
1960 10 52 38 100 
1980 11.1 55.9 33 100 


Here a special role belongs to machine building, which in the shortest possible 
time should ensure the series production of new designs of machines and equipment, 
which make it possible to introduce on an extensive scale in the national economy 
energy-saving and material-saving technological processes. 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


ABALKIN INTERVIEW ON EFFECTIVENESS OF ECONOMIC MECHANISM 


Moscow SOVETSKAYA ROSSIYA in Russian 18 Feb 82 p 2 


[Interview with Doctor of Economic Sciences and Professor Leonid Ivanovich Abalkin, 
head of the political economy department at the CPSU Central Committee's Academy of 
Social Sciences, date and place not specified: "Effectiveness of the Economy and 
the Economic Mechanism" ] 


[Text] There is currently broad, steady interest in problems 
of the economic mechanism and ways of perfecting it. At the 
request of the PRAVDA press bureau, Doctor of Economic Sciences 
and Professor L. I. Abalkin, head of the political economy de- 
partment at the CPSU Central Committee's Academy of Social Sci- 
ences and the author of many works in the field of theoretical 
and methodological problems of the political economy of social- 
ism, responds to several questions readers have posed in their 
letters. 


[Question] I should first like your opinion on what the economic mechanism is, Leo- 
nid Ivanovich. 


[Answer] Briefly put, the essence and content of the economic mechanism can be de- 
fined as the way the economy behaves, including the corresponding economic relations 
and ties, the forms and methods of organizing social production and management. The 
reference is thus to a very broad concept, to an entire complex of diverse levers of 
influence on economic development. But the core of this mechanism under socialism is 
doubtless planning, the most. important means of organizing social production and ac- 
tualizing its opportunities and advantages. 


Party economic policy is effected through the economic mechanism. Success in actual- 
izing that policy thus depends in decisive measure on the quality of that mechanism. 


Determining the main directions in economic policy requires appropriate restructuring 
of and improvement in the economic mechanism each time. This was expressed very 
clearly at the November (1981) CPSU Central Committee Plenum. Speaking at the Ple- 
num, Leonid Il'‘ich Brezhnev reminded us that the 26th Party Congress had proclaimed 
the slogan "The Economy Must Be Economical." And the whole economic mechanism must 
be brought into accord with this demand. 


[Question] You spoke of perfecting the economic mechanism. What is the inducement 
to do this? If there are some weak points in it, why not anticipate this in advance 
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and forestall the appearance of problems? Why can we not, by assembling all the 
best of our experience and all the achievements of scientific thought, create a 
mechanism which we would not then have to improve? 


[Answer] I consider it impossible in principle to create an economic mechanism 
which will not subsequently require tuning and adjustment. The economic life of so- 
cialist society is distinguished by dynamism and profound qualitative changes occur 
in it. They are especially palpable when moving from one stage of social develop- 
ment to another, 


Each such major historical stage has its own, largely specific, economic mechanism. 

Particular forms and methods are rejected in the course of perfecting it. Why? Not 
because they are bad "in general" or because using them would be a mistake, but be- 

cause objective conditions have changed and new tasks have arisen. 


Let us recall that we were for a long time faced with the task of creating a de- 
veloped economic potential, with increasing the production of raw material, equip- 
ment and consumer goods. Resolving it was made more complicated by the backwardness 
of the prerevolutionary economy and by the enormous destruction resulting from the 
barbaric aggressive acts of imperialism. Under these conditions, the economic mech- 
anism and, along with it, all the creative energy of the masses and socialist compe- 
tition were aimed at economic growth. And that growth was expressed largely in quan- 
titative terms: we needed more coal and steel, more clothing and footwear, more 
housing and schools. 


Today, the conditions of economic development have changed, ra”’.cally, and a power- 
ful, highly developed production and scientific-technical potential has now been 
created. The country's industry now produces more output than all the countries of 
the world taken together produced in 1950. The Soviet Union is the world leader in 
terms of steel smelting, mineral fertilizer and cement production, tractor produc- 
tion and the production of wool fabrics and leather footwear. 


It is not hard to understand that it has become necessary to shift the center of 
gravity towards the quality of economic growth, towards the better and more effi- 
cient use of the potential created or, and in principle the same thing, to move the 
economy onto a path of intensive development, It is impossible to resolve this new 
task using the old methods: the national economy is cramped in the existing econo- 
mic mechanism. 


Proceeding from pressing requirements and the directives of party economic policy, 
important decrees were adopted in 1979 on improving planning and strengthening the 
influence of the economic mechanism on improving production efficiency and work qua- 
lity. The steps outlined in them were a major advance in shaping an economic mech- 
anism which corresponded to the conditions of the current stage of economic develop- 
ment in the country. 


[Question] More than two years has passed since adoption of the above-mentioned de- 
crees, but the measures outlined in them have thus far been implemented slowly. Why? 


[Answer] That is not an easy question, and it is hard to give an unambiguous answer 
to it. Many measures have already been carried out. This applies, in particular, 

to using the indicator of (normative) net output, to evaluating the activity of pro- 
duction enterprises and associations on the basis of output deliveries in accordance 
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agreements concluded, and to change in planning and stimulating scientific and tech- 
nical progress. New wholesale prices have been introduced, as of 1 January 1982, 
which will create a base for developing and approving stable economic normatives. 


Still, as was stated at the November (1982) CPSU Central Committee Plenum, the de- 
cree on improving the economic mechanism is being introduced slowly and halfheartedly,. 
I think we could cite two primary reasons for this situation. 


The first is that many of the outlined measures can be introduced and bring the pro- 
per results only as part of a complex, mutually supplementing one another. We ccn- 
not, for example, improve the effectiveness of economic levers and stimuli and 
strengthen the influence of consumers on product assortment and quality if plans 

are inadequately balanced. We are far from having achieved such balance in all 
cases. This naturally delays the introduction of progressive forms of material in- 
terest and responsibility. 


The second, and probably the primary cause is that the forces of inertia, tradition 
and habit which evolved during the period when it was not so much the qualitative 

as the quantitative aspect of the matter which was at the fore, dominates many work- 
ers in planning, economic and financial agencies. 


The question might be asked, though, if first place should be given to something so 
intangible and elusive as tradition and custom. My view is that the views, concepts 
and judgements which become widely held become a material force. Moreover, the tre- 
mendous growth in the role of the creative principle under socialist conditions, 
which is entirely natural, heightens the importance of economic thought and behavior. 
That is why overcoming inertia in this area as quickly as possible is one of the pri- 
mary and decisive conditions for bringing the economic mechanism into the new stage. 


[Question] One often hears the opinion that the successful implementation of mea- 
sures to improve the economic mechanism depend wholly on the higher echelons of eco- 
nomic management. Doesn't this sort of talk serve as a peculiar kind of screen to 
cover up a lack of initiative and a passivity among certain economic leaders and lo- 
cal agencies? 


[Answer] In a planned economy based on the principle of democratic centralism, the 
role of the decisions made in the higher echelons of economic management is excep- 
tionally great. It is impossible to compensate for an unrealistic, inadequately 
balanced plan by developing local initiative. This is one of thle ABC‘s of socialist 
economic management. 


That much is clear. Hence, the enormous attention being paid by the party to improv- 
ing the work of the USSR Gosplan and the central ministries and departments. 


At the same time, the reference is not to centralism in general, but to democratic 
centralism. It assumes and demands the development of local initiative and the crea- 
tive activeness of the masses. It would be a gross exaggeration to maintain that all 
problems in this area have been solved, that all impediments retarding the develop- 
ment of initiative among economic leaders and labor collectives have been eliminated. 


But it is equally wrong not to see that the rights of local agencies have now been 
broadened substantially and that associations and enterprises now have available to 
them quite a few opportunities for accelerating scientific-cechnical progress and 
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improving production efficiency. But the use of these rights and opportunities is 
being hampered by that same inertia, by the stereotypical thought and behavior which 
has evolved. 


Take the problem of delivering output to consumers, a central state plan assignment 
for each enterprise and association. How many complaints are heard about remiss sup- 
pliers! 


But, each economic link is in fact simultaneously a consumer for its own suppliers and 
a supplier for its own consumers. So why not direct our primary efforts and energy 
into meeting all, and I emphasize all, without exception, obligations to consumers 
fully, promptly and properly. In other words, concern yourself with not becoming a 
negligent supplier yourself. 


Do we need to wait for some sort of instructions "from above" on this question? No, 
because the necessary decisions have already been made. Nonetheless, I can state 
that, on the basis of my personal familiarity with the work of many industrial en- 
terprises and local agencies, the struggle to meet obligations in terms of deliver- 
ies fully and promptly has not become a primary focus of our efforts. 


In many instances, "gross" remains the primary reference point, as output is calcu- 
lated in rubles and tons. The activity of labor collectives and economic leaders is 
evaluated on the basis of this indicator, and the winners in socialist competition 

are also determined on its basis. This is a concrete example of inertia of thought. 


Or take the question of providing enterprises with manpower. You hear complaints 
about the manpower shortage almost everywhere. But these complaints often coexist | 
with rather significant losses of working time due to poor organization and disci- 
pline. Systematic work on reducing manual and low-skill labor is another major re- 

serve. Experience has shown that no special "instructions" are required here either. 


We naturally must not go to extremes and think that all questions, without exception, 
can be removed from the agenda by developing local initiative. Not all, but many can. 
And the more successfully they are resolved, the more efficiently our economic mech- 
anism will function. | 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


REVIEW OF BUNICH BOOK ON ECONOMY MECHANISM 


Moscow DEN'GI I KREDIT in Russian No 11, Nov 81 pp 76-80 


[Review by Candidate of Technical Sciences L. Ye. Sokolovskiy and Candidate of Econo- 
mic Sciences L. Ye. Troparevskaya of the book "Khozyaystvennyy mekhanizm razvitogo 
sotsializma" [Economic Mechanism of Developed Socialism] by P. G. Bun. .a, Moscow, 
Izd-vo Nauka, 1980, 351 pages: "On the Economic Mechanism of Socialist Society"] 


[Text] Publication of the monograph "Khozyaystvennyy mekhanizm razvitogo sotsial- 
izma" [Economic Mechanism of Developed Socialism] by USSR Academy of Sciences Cor- 
responding Member P. G. Bunich at a time when scientists and economic leaders are 
faced with the task of systematically and resolutely actualizing party and govern- 
ment decrees on perfecting the economic mechanism, improving the management system 
and creating a complex of economic forms and ties adequate to an intensive type of 
expanded reproduction is timely and topical. 


"The tasks being put forward by life demand the development of theory, of economic 
science, and bringing it closer to the needs of economic practice," said L. I. Brezh- 
nev at the 26th Party Congress. The problems of perfecting the economic mechanism 
are doubtless among the theoretically and practically most important problems of to- 
day. 


The structure of the book, which is subordinate to the internal interconnections of 
the problems under examination, encompasses a significant range of problems of the 
theory and practice of using the economic mechanism. Chapter I, "The Economic Mech- 
anism of Managing the Economy of Developed Socialist Society As A Category," is de- 
voted to working out the political-economy bases of this category, to analyzing the 
objective factors which comprise the foundation on which the management mechanism 
functions, to studying its essence as an entity which is evolving under the “mpact 
of the whole aggregate of economic laws of socialism. 


In Chapter II, "Block System of Models of the Management Economic System," the author 
examines the structure of the economic mechanism using this system of management mo- 
dels from the viewpoint of social practice and determines its place in a number of 
other social relations and forms ---political, ideological, legal, and others. In 
this regard, along with the traditional elements of planning, incentives and organi- 
zational structure, the system described also represents security and special sub- 
systems (the latter include, for example, the subsystem of scientific and technolo- 
gical development management, the subsystem of foreign economic ties management, the 
subsystem of ecological management, and others) and examines the territorial, pro- 
gram and time aspects of reproduction processes management. 
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Chapter III, as well as the entire second section of the book (Chapters IV and V), 
is devoted to analyzing the demands being made on the economic mechanism in connec- 
tion with the necessity of sharply raising the level of production efficiency. 


The second half of the monograph (sections 3 and 4) studies the trends in and pros- 
pects of developing the two main subsystems of the management mechanism, the plan 
subsystem, which lays the foundation of the economic mechanism, and the subsystem of 
incentives, "brakes" and responsibilities. 


The content of P. G. Bunich's book thus reflects the internal logic of studying the 
System: essence - structure - problems - prospects, and creates an integral represen- 
tation of the functioning of the economic mechanism at the present stage. 


In studying the leading economic mechanism subsystem, the plan subsystem, the author 
puts forward a number of what we think are interesting proposals connected with the 
problem of working out taut plan assignments. It is precisely here that we encounter 
a whole series of unsolved problems, the basis of which is the fact that stimulating 
plan fulfillment regardless of level of efficiency achieved in fact does nothing to 
stimulate that efficiency. It gives rise to a tendency to work out understated plan 
assignments, inasmuch as the cost-accounting evaluation indicators do not agree with 
the parameters in the plans and are not integrated through all stages of the repro- 
duction cycle, Moreover, since any degree of provision with resources, development 
of specialization or progressiveness of technology fixed in the plan is acknowledged 
to be appropriate, individual associations (enterprises) not only try to lower the 
output assignment, but also try to increase planned resources expenditures when 
evaluating for the plan, regardless of plan tautness,. 


As P. G. Bunich correctly notes, it is possible to overcome these shortcomings, "to 
direct the interests of the collectives in adopting taut plans in the channel of na- 
tional interests" by instituting evaluation of "collectives for level of efficiency, 
for actual contribution to the nation's economy, for end results" (p 205). However, 
the changeover to incentives for level of efficiency achieved is by no means a simple 
task, inasmuch as it assumes the possibility of singling out from among all effi- 
ciency growth factors those for which a given association (enterprise) is responsi- 
ble. But in order to do this, we obviously need to improve the price-formation sys- 
tem, rents and fixed payments and the entire normative economic base, including pay- 
ments for preduction resources, interest on loans, gross association (enterprise) 
income distribution normatives, to create financial reserves at all levels of pro- 
duction management and to institute full-weight penalty sanctions. In other words, 
the author is trying once again to stress that improving centralized planning and 
its growing role in managing the economy demand at the same time an overall inten- 
sification of the effectiveness of the credit-finance mechanisr and the use of cost 
instruments. 


Solving the problem of efficiently combining cost and physical-substantive indica- 
tors in production management is an important and integral part of the whole system 
of measures to perfect the economic mechanism. The intensification of the role of 
physical indicators now being observed in planning and evaluating the activity of 
enterprises and associations reflects the urgent necessity of improving product qua- 
lity and more fully meeting the interests of the consumers, and it is reflected in 
the establishment of directive assignments for collectives on producing a centrally 
planned products list. However, this in no way means that cost indicators are los- 
ing their importance. Cost indicators are necessary for many reasons. We cannot do 
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without them when comparing expenditures and results and they "bring together vari- 
ous expenditures, ensure the adjustment of outlays and impact to a common monetary 
measure and thus permit finding an economic optimum. Cost indicators offer an op- 
portunity...to set prices and, by facilitating the distribution of resources into 

the spheres anticipated by the plan,...to create a system of collective payments to 
the state budget, use such economic levers as wages, interest on loans, payments for 
funds, rent, and so on, calculate various kinds of financial balances, including the 
incomes and expenses of the population, plan cash~-on-hand and other circulation, make 
calculations in the national economy, organize cost accounting and trade, and so on" 
(p 175). 


As was pointed out in the CPSU Central Committee and USSR Council of Ministers de- 
cree of 12 July 1979, strengthening the influence of the economic mechanism on inm- 
proving production efficiency and work quality requires further activization of the 
role of the financial-credit system, ensuring complete and reliable balance among 
cost and physical reproduction proportions. Any opposition of physical and cost in- 
dicators is clearly wrong. The problem is not whether they conflict with each other, 
but how best to combine them using their mutually supplementing properties. If that 
is not done, it is impossible to raise the economic substantiation of economic de- 
cisions. At the same time, as the book correctly emphasizes, it is precisely im- 
provement in planning both the physical assignments and the cost indicators of the 
plan which can ensure "génuine improvement in the material-substantive structure 

and the attainment of the best results with given expenditures" (p 178). 


The author devotes a separate chapter to planning indicators, economic normatives 

and regulations, thus stressing their important place in the overall structure of 

the economic mechanism. Economic normatives (payments for funds, interest on cre- 
dit, effectiveness of investments, proportional distribution of profit between so- 
ciety as a whole and a cost-accounting complex, and others) must, as plan instruments, 
flow from the plan and orient production links towards its fulfillment. In this re- 
gard, in the course of improving planning, the sphere of operation of single cost 
normatives and the common rules of economic behavior is expanded, although this is 
occurring somewhat more slowly than was anticipated. 


Thus, in analyzing questions associated with interest on credit, the author notes 
too broad a differentiation of rates for various types of loans and branches of the 
economy, although it is quite difficult to find substantiated arguments in favor of 
such a state of things. The size of the interest for credit is unfortunately not 
connected in any way with either the effectiveness of the measures for which the 
credit has been granted or with the payment for production assets. 


In order to successfully develop the initiative of labor collectives, the system of 
evaluating their activity is of decisive importance. The book consistently advo- 
cates that the role of criterion of the effectiveness of operation of an association 
(enterprise) can be performed most successfully by the indicator of cost-accounting 
(net) profit, given the limitations set by centralized plan directives. In this re- 
gard, cost-accounting profit must first be determined only on the basis of a recog- 
nized consumer and marketed output and, second, it must be supplemented by several 
other indicators. The latter could include, for example, the proportion of output 
in the highest quality category, as well as indicators describing the social impact 
not detected by cost-accounting profit. 
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The author argues convincingly for the indicator of net profit and we concur com- 
pletely. However, a reading of the book might give the impression that all problems 
of stimulating associations to work efficiently would basically be solved by insti- 
tuting this indicator and by evaluating by level of effectiveness. Actually, it is 
more complicated. As the author himself testifies, even then, it will be possible 
for situations to arise in which, with evaluation for actual level of efficiency be- 
ing universal, the necessity will arise of evaluating for plan fulfillment with in- 
dicators below normative cost-accounting effectiveness. This could occur as a con- 
sequence of imprecise decisions made in the past by superior agencies concerning 
production development and construction disproportions leading to deficits in labor 
resources, raw material and energy, to "bottlenecks" in production capacities, in- 
adequate development of the infrastructure, and so on. 


How can we delineate responsibility for quality of management leading to a lowering 
of the effectiveness with which a production link operates, given a multiple-link 
hierarchical management structure and a high degree of centralized decision-making, 
especially in the investment sphere? This complex question has now acquired parti- 
cular urgency, inasmuch as, with normative profit distribution, the reference is to 
material responsibility either of the management agency (through centralized finan- 
cial funds) or the production link for meeting its budget obligations, on the one 
hand, and to a corresponding reduction in incentives and bonus funds on the other. 


If an enterprise operates following an unbalanced plan, if insufficient circulating 
capital is immobilized (by a superior management agency) for it, if imported equip- 
ment not conforming to its technology is supplied, then what economic mechanism and 
what legal norms should be used as the bases for evaluating the activity of that 
enterprise's collective? When is work to be evaluated based on the "plan" and when 
on the basis of "level achieved"? Moreover, if the thesis of delineating material 
responsibility for a management decision is carried to its logical conclusion, it 
must also deal with guaranteeing payments to the budget and to superior agencies in 
the economic system, 


If a cost-accounting complex receives an unbalanced plan, guaranteeing the indicated 
payments is naturally threatened. In this instance, even a more flexible system as 
proposed by the author, which would guarantee payments to the budget at the 90-95 
percent level and payments to superior branch management links at the 80-85 percent 
level could turn out to be grossly unsatisfactory. As a result, the gain in terms 
of revenues to the budget and to branch management agencies would be turned into 

a loss in terms of association (enterprise) expenditures, just as in the situation 
noted by the author (p 166) in which high prices are retained for obsolete items, 
for example, 


If budget revenues possess a certain stability relative to management efficiency but 
the balancing role of payments, from the viewpoint of its revenues, comes into con- 
flict with the stimulus effect which ensures improved management efficiency, then 

the reliability of budget receipts decreases as extensive growth resources are ex- 
hausted. But if the reference is to the tax distribution of profit and normative 
methods of forming cost-accounting funds, then "plan" incentives fade. But in this 
regard, the necessity arises of creating incentive forms and management levers which 
will be most appropriate not only from the position of actualizing the decisions made, 
but which will also have a positive impact on the very process of making those deci- 
sions. And when a management agency has the right to set individual normatives for 
the formation of incentive funds, the question of distributing responsibility for in- 
correct decisions again remains open. 
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The necessity of further improving the system of cost instruments in plan management 
-- normatives, evaluation criteria, methods of stimulation -- stems logically and con- 
sistently from the general methodological concepts presented in the book. The author 
thinks further development of the economic mechanism is connected with an awareness 
of and use of the whole system of economic laws of socialism, including the law of 
cost, with its new content inherent under socialism. In socialist society, commodity- 
monetary relations exist within the framework of a centrally planned economy. At the 
same time, as the author correctly notes, "the specifics of the socialist commodity 
do not exclude the immanency of the commodity-monetary relations of the socialist 
stage of development and their endogenic, internally characteristic, natural, essen- 
tial character, which creates the form of movement of the social product and which 
actively influences its formation and subsequent movement" (p 35). 


The methods of using various cost instruments are the basis of the content of the 
fourth and last section of the book, "The Subsystem of Incentives, "Brakes' and Re- 
sponsibilities."” It analyzes the range of problems devoted to building a producer 
incentives system linking sequential stages in the reproduction process with its end 
results. As is known, interest in particular production results is directly in- 
fluenced by distribution relations and, in particular, by the methods of forming 
wages and incentives funds. Strengthening the dependence of worker and employee in- 
come on the efficiency of operation of the production link not only facilitates the 
formation of the personal and collective material interests of the workers, but also 
creates real prerequisites for their better agreement with public economic interests 
within the cost-accounting framework. 


It is for precisely this reason that the steps proposed by P. G. Bunich to activate 
the positions of wages and their use as an economic incentive to increase worker in- 
terest in efficient labor seem appropriate. Inasmuch as evaluating the work of asso- 
ciation (enterprise) collectives for plan fulfillment based on normative net output 
cannot be positive in and of itself, without relying on its consumer properties (this 
output is still not deemed socially necessary, since it has not yet been marketed), 
he considers it proper to calculate net output, and consequently wages as well, on 
the basis of finished products acquired by the consumer. In order to orient collec- 
tives towards the best use of embodied labor (which is entirely impossible using 
normative net output), he proposes examining the question of the possibility of us- 
ing the indicator of actual net output minus payments for funds, interest on credit, 
rents and other obligatory payments. 





In speaking of establishing a direct dependence between wages and labor results, the 
author has in mind only the variable portion of wages. However, such an approach 
does not use all the incentive potential of wages. Extending this dependence to 
rates and salaries, that is, in the end, to all worker income, would bring into play 
a powerful new stimulus to increasing labor productivity. It is precisely then that 
the demand formulated by L. I. Brezhnev, that wages be earned, will be fully met. 


The proposed system of income distribution will be effective when monetary earnings 
from the sale of output and services received by the enterprise are equivalent to 
the value they have actually created (or if it diverges from that value, it still 
remains within the limits anticipated by the planned price level, permitting the 
attainment of certain social or economic goals). In other words, the effectiveness 
of the incentives system depends not only on the mechanism of enterprise income dis- 
tribution itself, but also on the balance of physical-substantive and monetary-cost 
reproduction proportions in the individual value circulation process. 
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Price-formation methodology plays a very important role in ensuring agreement be- 
tween monetary receipts and the release of output with the necessary consumer pro- 
perties. Two chapters in the book are devoted to the role of prices in determining 
the economic effectiveness of socialist production, In them, the author analyzed in 
detail the interconnections among various price modifications (upper price limit, 
lower price limit) and cost, and he also quite correctly defends the proposition 
that it is necessary that prices reflect the impact of introducing new output, on 
the one hand, and more fully take production expenditures into account, on the other. 


The monograph proposes solving the problem of including irvestment activity in the 
cost-accounting orbit by using the self-financing mechanism. In examining the essence 
and conditions of cost-accounting-self-financing in a planned economy, the author 
proceeds from the primacy of the national economic plan, into whose "fabric" the fi- 
nancing of production develenment through the revenues being obtained is "woven." 

In practice, the mechanism of distributing profit between the budget and the economy 
is based on this scheme, and the economic interest of the collectives is determined 
in this mechanism by maximizing profit from the use of all the resources available 
to them, including capital investments and the increment in circulating capital. 
Methods of state regulation or surplus or scarce cost-accounting funds as compared 
with the demand for them from a national economic point of view serve as a necessary 
supplement to this mechanism. 


As is known, calculations of enterprise financial resources requirements for capital 
investment are to a certain extent influenced by current financing methods. Capital 
investment financing not determined by cost-accounting responsibility for their ef- 
ficient use stimulates increased demand in the investment sphere, inasmuch as the 
expenditures turn out to be unrelated to results. It is therefore appropriate to 
allocate cost-accounting complexes accumulation funds intended for development pur- 
poses not in the form of an issuance of funds to make up a lack, but in the form of 
granting a material base for future improvement in efficiency of operation. In this 
sense, indirect financial assistance in the form of tax benefits granted for a cer- 
tain period of time, deferment of tax payments, refusal of depreciation withholding, 
and so on, is more effective both with regard to increasing capital investment ef- 
fectiveness and with regard to reducing investment demand. In this connection, the 
interpretation of "self-financing" proposed by the book seems to us to be very fruit- 
ful from the viewpoint of increasing the efficiency and planned economic management. 


P. G. Bunich views bank credit as one of the basic tools for planned regulation of 
cost-accounting self-financing. The book formulates a number of measures the author 
considers necessary to develop the credit relations between economic links and the 
State Bank so as to produce the desired effect. They include foremost limited as- 
sociation (enterprise) access to budget and other non-cost-accounting funds, refin- 
ing schedules and sources for returning loans and establishing efficient interest 
rates. Implementation of these and a number of other measures must also ensure con- 
ditions for the operation of cost-accouiting facilities under which enterprises with 
profits not less than the normative which are paying interest on credit at the nor- 
mative payment for funds do not experience financial difficulties. In this regard, 
the repayment period for a capital investment loan must be linked with production 
asset circulation cost, with their amortization period; the depreciation fund must 
serve as the source for investment loan repayment, and the period to the start of 
loan repayment must be standardized so that it comes after the normative period for 
creating fixed assets. 
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All the above is entirely correct. However, it seems to us that the author has 
limited himself to just one aspect of the problem of developing credit relations by 
examining them primarily from positions of the production complex, its autonomous 
financing and cost accounting. sut what is the role of the bank itself in the eco- 
nomic mechanism of developed socialism in general and in carrying out a broader 
transition from budget financing to bank crediting in particular? Are there at 
present sufficient conditions for increasing the activeness of the bank's role in 
improving capital investment effectiveness and what are the concrete ways of actual- 
izing the opportunities existing here? In what way can the choice of decisions with 
the best technical-economic indicators be coordinated with the system of bank prior- 
ities it uses in choosing projects for crediting and in concentrating resources in 
the leading plan directions? 


There are also problems requiring serious study of bank interrelations with associa- 
tions and enterprises in the area of short-term crediting of the economy. And they 
are not just problems of distributing credit and determining the amounts of credit 
resources, but also of working out methods which will permit averting the use of 
short-term loans to meet continuing and unplanned enterprise needs, ensuring orien- 
tation of the economy towards intensive paths of development. These problems are 

an integral part of the economic mecha.ism problematic, and we should hope the au- 
thor will turn his attention in the future to a more complete study of them, under- 
standing that it is impossible in such a wide-ranging book as this monograph is to 
give equal consideration to all the problems being dealt with. P. G. Bunich's book 
on scientific substantiation of ways of perfecting the economic mechanism will doubt- 
less turn out to be a useful stimulus to subsequent research on this most important 
problem now facing Soviet economic science. 


COPYRIGHT: "Den'gi i kredit", 1981 
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PLANNING AND PLAN IMPLEMENTATION 


ECONOMIC SITUATION AT START OF 1982 EXAMINED 
Moscow APN DAILY REVIEW in English 26 Feb 82 pp 1-3 
[Article by Leonid Korenev, APN Economic Commentator] 


[Text] The reliability of a car is proved on a bad road. Last year was dif- 
ficult not only for countries of the market economy. The situation in the 
Soviet Union was also complicated and it was aggravated by poor crops. And 
yet in 1981 the Soviet Union attained, in the whole, high economic results. 
For instance, industrial output rose by 3.4 per cent, while in developed coun- 
tries it went up only by 0.8 per cent, and in Britain it decreased by six per 
cent, in France by five per cent and in Italy by two per cent. 





But these figures do not show the whole picture. The causes of the accelera- 
tion and the slowing down of growth rates can be different. In the conditions 
of the radical restructuring of the production structure and the transfer from 
extensive to intensive methods in the economy, which takes place now in the 
Soviet Union, the growth rates cannot be too high. Of principled importance 
is the fact that in 1981 the Soviet Union raised the real per capita incomes 
by 3.3 per cent. It is significant that facing economic difficulties, the 
Soviet state overcomes them without encroaching on social programmes, regard- 
ing their curtailment unacceptable in any case. The ratio of spending on 
social measures and on defence in the USSR‘'s state budget is also important. 
At present it is 6 to 1 and constantly rises in favour of social programmes 
(in 1982 the increment will run into 4,900 million roubles). 








What is the Soviet Union's economic situation within the first months of 1982? 
The start took place not in the most favourable conditions. It is necessary, 
first of all, to cope with the negative consequences of the last year. In ad- 
dition, the operation of other factors increases, which complicates the coun- 
try's economic development in the 80s. In the first place, this is manpower 
deficit caused by demographic factors, and, secondly, the sharp rise in the 
cost of raw materials, includiny fuel and energy ones due to the transfer of 
the main centres of extraction into scarcely populated and hard-to-reach 

areas of the North and the East (especially, Siberia), and, finally, the in- 
evitable growth of spending on environmental protection. It should be added 
that a large number of enterprises need modernization and, hence, additional 
investments. 
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Proceeding from these conditions, moderate growth rates were set in the state 
plan for the economic and social development of the USSR for 1982, as it has 
been pointed out by Leonid Brezhnev during the discussion of the plan. For 
example, the national income is to rise by three per cent, and real per cap- 
ita incomes by 2.1 per cent. The plan is strictly based on real opportuni- 
ties. although the economic future, even the immediate one, is more diffi- 
cult to compute exactly than the trajectory of a spaceship, in recent years 
the deviation from the USSR's plan targets, does not, as a rule, exceed two 

to five hundredths. And this is one of the decisive advantages of state plan- 
ning in the USSR. 


As shown by the data of the Central Board of Statistics of the USSR, the be- 
ginning of 1982 continues to confirm this trend. For instance, in January 
the Soviet industry fulfilled the plan and as far as some targets are con- 
cerned, in particular, the output of natural gas, exceeded them. The 600 
million cubic metres of gas extracted in excess of the target, have compen- 
sated for the certain reduction in coal output due to poor mining-geological 
conditions. 


In 1982 fourteen industrial Ministries and departments of the Soviet Union, 
in particular, the entire machine-building industry, switched over to a new 
planning system which corresponds to the intensification programme. It is 
typical that the economic indices in these industries have improved quali- 
tatively. For example, the output of industrial robots, automation facili- 
ties and computers has exceeded the target, which makes it possible to accel- 
erate the programme of ousting unproductive manual labour. In its turn, this 
helps solve more quickly the problem of manpower deficit. 


And, finally, the output of consumer goods is growing at accelerated rates, 
as it was planned. The daily average production of cultural and household 
goods rose by seven per cent on last year, including the output of television 
sets by five per cent and of furniture by seven per cent. This group of com- 
modities is in high demand. 


On the whole, the Soviet economy keeps to the rhythm set by the plan for 1982. 


CSO: 1812/76 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


WAYS TO MAKE PAYMENT FOR CAPITAL MORE EFFECTIVE STIMULUS DISCUSSED 
Moscow FINANSY SSSR in Russian No 11, Nov 81 pp 20<26 


[Article by V. I. Rybin, doctor of economic sciences, and A. A. Khachaturyan, 
candidate of economic sciences: “Activating the Stimulating Role of the Pay- 
ment for Capital" ] 


[Text] Fixed productive capital is growing rapidly. In the 10th Five-Year Plan 

635 billion rubles was invested in development of the national economy, and as 

a result fixed capital increased 1.4 times. Included in this fixed productive 

capital grew by more than 2.1 times. But it still was not possible to insure 

the proper return from this capital, and equipment often does not work at full 

strength. Fixed capital is being incorporated slowly at enterprises and asso- 

ciations; sometimes equipment being introduced hardly differs at all in tech- 
nical-economic characteristics from already operating equipment, except that it 

is more expensive. The document "Basic Directions of Economic and Social 

Development of the USSR in 1981-1985 and During the Period Until 1990" envisions 
"more rational use of production capacities, broader introduction of highly 
productive equipment, improving the structure, and updating operating fixed 
Capital promptly." This is one of the key challenges of the llth Five-Year Plan. 


The payment for capital is an economic stimulus to efficient use of productive 
capital by the enterprise or association. Of course, the less capital that is 
required to fulfill the basic plan indicators, the less the enterprise will con- 
tribute from balance profit to the budget, where other economic conditions are 
equal. The part of profit which, remaining at the disposal of the enterprise or 
association itself, is used to meet its financial needs and to form stimulation 
funds is incre sing accordingly. 


The payment for capital expresses relations related to the distribution of 

profit between the producer enterprise and the state, the owner of the capital 
granted to the producer. This payment today is more than 10 percent of budget 
income, and about 23 percent of balance profit goes into it. The stimulating 
function of the payment for capital as one of the cost accounting [khozrashchet ] 
form of distribution of profit is realized through the norm of payment for 
capital, the method of computing it, the periods of time in which it must be 
paid, and most importantly, the method of relating it to the economic stimulation 
funds. Because the norm of this payment must be reconciled with minimum essen- 
tial limits on the efficiency of capital investment, it is expected to prevent 
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overstated requests for capital inveatment and growth in stocks of uninstalled 
equipment. 


The payment for capital was first conceived as an effective cost accounting 
lever that would give enterprises and associations of a sector an incentive to 
use minimal productive capital per unit of output produced. In practice, how- 
ever, it became primarily a regulator (depending little on the results cf eco- 
nomic activity) of the amount of calculated profit left to the enterprise or 
association. Its potential as an economic lever was clearly not adequately 
realized. There were a number of reasons for this: the low norm of the pay- 
ment in certain sectors; the significant proportion of capital for which various 
concessions with respect to the payment are granted; the weak tie-in between the 
payment and incentive funds; and, the large free remainder of profit, which 
noticeably diminishes the stimulating importance of savings on the payment for 
capital. 


A whole series of steps have been taken recently in conformity with decree 

No 695 of the CPSU Central Committee and USSR Council of Ministers to bolster 
the stimulating function of the payment. On 30 November 1979 the USSR Ministry 
of Finance and USSR Gosplan ratified a new “Instruction on Procedures" for pay- 
ment to the budget of the payment for capital. 


Enterprises and associations receive far fewer concessions in relation to this 
payment than they did with the former procedure, For example, the exemptions 

On payment for fixed productive capital built with the capital of the production 
development fund and for fixed and working capital of enterprises at which a 
great deal of capital is being introduced in a short time have been abolished. 


Associations and enterprises of ministries that have been switched to the norma- 
tive method of distributing profit will now make a payment to the budget for 
above-norm uncredited stocks of material assets and uninstalled equipment out 

of the profit left at their disposal. But when the production and profit plans 
are fulfilled with a lower capital cost than envisioned, the association or 
enterprise keeps the savings on the payment for capital (except for savings 
arising because of failure to fulfill the plan for introduction of fixed 
capital, production capacities, and facilities) and reduces payments to the 
budget by this amount. 


All of the measures listed above are expected to increase the stimulating role 
of the payment for capital in the mechanism of distribution of enterprise and 
association profit. But the issues of optimizing the system of norms of this 
payment and refining methods of taking it are still unresolved in many par- 
ticulars. We will discuss them in greater detail. 


Economists continue to debate about what should be the average norm of the 
payment for capital and whether it should be differentiated hy sectors and 
groups of similar enterprises depending on various economic factors and condi- 
tions of production. As the result of numerous exemptions the actual average 
weighted norm of the payment for capital in recent years has been 3.5-4 
percent. Some believe that this norm can be more than doubled through the 
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free remainder of profit alone (which reached almost 34 percent of balance 

profit at industrial enterprises in 1979 compared to 23 percent, which is the 

share of the payment for capital).! It was contemplated that it would be 

raised to 12-15 percent of the balance cost of productive capital, that is, 

to the norms of efficiency of capital investment and new technology. ' 


Let us emphasize immediately that it fis not possible to raise the norm signifi- 
cantly in sectors with low and average levels of profitability because then 
practically all their profit will go to the payment for capital. But in sectors 
with high profitability a payment of 12-15 percent, where the current share of 
the free remainder in their balance profit is 40-60 percent, and under the 
present price formation system, still would provide only weak incentive for more 
efficient use of productive capital. 


It is apparent that today the payment for capital can operate not only as a 
stimulus but also as a more active financial regulator of the level of sectorial 
profitability, not operating independently but rather in combination with other 
payments to the budget and the price formation mechanism, In our view this 
necessitates greater differentiation of the norm of the payment for capital. It 
should be noted that opinions differ on the subject of such a differentiation. 
Some economists reject its feasibility and wisdom in principle, while others 
propose various forms of it. For example, A. V. Bachurin thinks that the pay- 
ment for capital should be raised in highly profitable sectors.* P. G. Bunich 
proposes that two rates of payment can be established: for old capital (dif- 
ferentiated by enterprises and associations) and for new capital (unitary). 
He substantiates this by the wisdom of accounting for the different technical- | 
economic levels of fixed capital and reducing old and new capital to a "common | 
value denominator." Quite well-founded proposals are being made to differen- | 
tiate the payment for capital depending on the actual level of its use. In the | 
opinion of R. M. Merkin, for example, when the level of use of capital is 95- 
100 percent the payment should be six percent of the value of the capital, | 
while for 90-95 percent use it should be 10 percent, and for less than 90 percent 

it should be 15 percent. He believes that such a measure would compel enter- 

prises and associations to use fixed capital more efficiently and not order new 

equipment when existing equipment is available. 


We believe that activating the stimulating influence of this payment on enter- 
prises and associations is an essential condition for differentiating the norms 
of the payment. Enterprises and associations should have incentive to use the 
least possible fixed capital per unit of output, and so the payment should be 





1 See, for example, R. Otason, “Improving Cost Accounting Stimuli for the Use of 
Fixed Capital,"’ VOPROSY EKONOMIKI 1977, No 9, p 49. 


2 See A. V. Bachurin, "Planovo-Ekonomikicheskiye Metody Upravleniya" [Economic 
Planning Methods of Management], Moscow, "Ekonomika", 1977, p 295. 


3 See P. G. Bunich, "Upravleniye, Ekonomicheskiye Rychagi, Khozraschet™ [Manage- 
ment, Economic Levers, and Cost Accounting], Moscow, "Nauka", 1986, p 184. 


4 See R. M. Merkin, "Ekonomicheskiye Problemy Sokrashcheniya Prodolzhitel'nosti 
Stroitel'stva'" [Economic Problems of Reducing Construction Time], Moscow, 
"Ekonomika", 1978, p 106. 
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closely coordinated with the collective interest of the enterprises and asso~- 
ciations through the economic stimulation funds. In practice this approach is 
possible only by using that system of distribution and redistribution of net 
social income in which each element (price, turnover tax, profit, credit, and 
the like) fulfills its prescribed functions strictly. For example, one of the 
purposes of the turnover tax is to even out intersectorial (interproduct) condi- 
tions of operation for cost accounting elements, The profit left to the latter, 
as the basic form of net income tied to cost accounting relationships, should, 
it seems, include only a part of the surplus product in monetary form created 
through the direct efforts of the collectives of the enterprises (associations). 


An important purpose of the payment for capital is to even out the conditions of 
economic activity of enterprises and associations that arise from the differing 
length of the capital cycle in different sectors. This means that the payment 
should be used more fully as a cost accounting lever that inspires the enter- 
prises and associations of a specific sector to spend approximately the same 
amount of fixed and working capital per unit of output produced and per ruble of 
net income and profit. From this standpoint it is advisable to calculate the 
payment for capital taking into account the difference between the efficiency 
coefficient of the use of capital in the particular sector (defined as the 

ratio of the sum of profit to the value of capital) and the amortization norn. 
It seems to us that this approach to determining the size of the payment for 
capital takes its specific purpose into account. 


And today, when it is not possible to complete the intersectorial redistribution 
of the value of surplus products by using the turnover tax and when the free re- 
mainder of profit is very large, the payment for capital can operate as both 

an intrasectorial (intragroup) and intersectorial regulator of conditions of 
economic activity. 


Experience shows that the possibility of further bolstering the stimulating 
role of the payment for capital today depends greatly on the level of sectorial 
profitability. As an example we will take 1979 figures for a group of similar 
machine building ministries with comparatively similar structures of productive 
capital (see Table 1 below). 





Table 1 
Level of Actual Norm of Ratio of Value 
Profita- Payment for of Fixed to 
Ministries bility (%) Capital (%) Working Capital 
Ministry of Power Machine Building 6.9 0.6 3:1 
Ministry of Heavy and Transport 9.5 1.4 3:1 
Machine Building 
Ministry of Chemical and Petroleum 15.9 3.3 3:1 
Machine Building 
Ministry of Machine Building for 18.1 3,6 3:1 
Light and Food Industry and 
Household Appliances 
Ministry of Construction, Road and 22.9 Jok 331 
Municipal Machine Building 
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A clear relationship can be traced here between the level of sectorial profita- 
bility and the average weighted actual norm of the payment for capital: the 
higher profitability is, the larger the norm is. But whereas the norm of the 
payment is basically six percent, the actual norm does not approach this figure 
in any of these sectors (or in many others). Differentiation of the payment for 
capital in the ministries is a result of various exemptions in the payment re- 
lated above all to an inadequate level of profitability. 


During the transition to the new system of planning and economic stimulation it 
was recognized that a norm for the payment of capital of six percent corresponds 
best to the normative level of profitability of 15 percent, It was expected 
that after paying six kopecks out of every 15 kopecks of profit per ruble of 
fixed capital the remaining nine kopecks would be adequate for other payments 
to the budget, formation of stimulation funds, and other planned needs of eco- 
nomic organizations. Some economists assert that raising the norm of the pay- 
ment for capital may obstruct cost accounting because the bulk of profit will 
be withdrawn to the budget and it will not be adequate to form the stimulation 
funds. ° Using our example let us see how realistic these fears are. To do so 
we will analyze what part of the profit assigned to fixed productive capital 
and norm-controlled working capital (in other words profitability) goes for the 
payment for capital and other payments to the budget (see Table 2 below). 








Table 2 
Ministries A B C D E 
Ministry of Power Machine Building 6.9 0.8 0.6 0.2 6.7 
Ministry of Heavy and Transport Machine 9.5 2.0 1.4 0.5 7.6 
Building 
Ministry of Chemical and Petroleum 15.9 5.2 3.3 1.9 11.0 


Machine Building 


Ministry of Machine Building for Light and 18.1 7.4 3.6 3.6 10.8 
Food Industry and Household Appliances 


Ministry of Construction, Road and 22.9 14.3 5.1 9.2 8.7 
Municipal Machine Building 


Key: (A) Profitability; 
(B) Payments to the Budget Related to Value of Capital; 
(C) Norm of Payment for Capital; 
(D) Free Balance Related to Value of Capital; 
(E) Calculated Profitability. 





> See, for example, V. K. Sitnin and Yu. V, Yakovets, "Ekonomicheskiy Mekhanizm 
Povysheniya Effektivnosti Proizvodstva" [The Economic Mechanism of Raising 
Production Efficiency], Moscow, "Ekonomika", 1978, p 75. 
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Thus, the possibilities of increasing the norm of the payment for capital for 
machine building ministries depend on their profitability, Even if, for 
example, the entire free balance of profit is withdrawn through the payment for 
capital, the norm of this payment in the Ministry of Power Machine Building 

can be raised only to 0.8 percent, while in the Ministry of Machine Building for 
Light and Food Industry and Household Appliances it can go to seven percent, 
and in the Ministry of Construction, Road, and Municipal Machine Building to 12- 
14 percent, 


What conclusions follow from this? Above all, we see that the actual average 
weighted norm of the payment for capital is already differentiated by sectors, 
chiefly depending on their profitability. Analysis testifies that the level of 
profitability limits possible increase in the norm of the payment. Furthermore, 
already today this payment is playing the role of a financial regulator of the 
level of intrasectorial calculated profitability, but this function is realized 
mostly through the free remainder of profit. Thus, whereas the general profita- 
bility for the group of machine building ministries under consideration ranges 
around 16 percent, thanks to differentiation the norms of payment for capital 
(within four points) and the share of the free remainder (in a range of nine 
percent), the level of calculated profitability fluctuates only in a range of 
four percent. 


In the opinion of certain economists, © the differentiation of the payment for 
capital changes it from an economic stimulus to nothing but a form of withdrawing 
profit to the budget, and a form that has a weak effect on the efficiency of 

work of economic organizations. We see the matter differently. A uniform norm 
of the payment for capital puts enterprises and associations in different condi- 
tions for formation of calculated profit and these conditions do not depend 
adequately on the results of economic activity. Even today when the average 
weighted norm of this payment is in fact differentiated by sectors, its propor- 
tion in the balance profit of sectors with a low capital-output ratio is less 
than in balance profit of sectors with a high ratio. Sectors with low and high 
profitability differ analogously. In heavy industry (the ministries of Power and 
Electrification, Ferrous Metallurgy, and others), for example, the payment for 
capital reaches 35-45 percent of total profit, whereas in light and food industry 
it is just 10-15 percent. 


Under contemporary conditions we relate intensification of the regulating role 
of the payment for capital above all with increasing its norms in high- 
profitability sectors. In 1979 in the industrial ministries with profitability 
of more than 25 percent, the payment for capital generally accounted for 10-20 
percent of balance profit, while the free remainder of profit was 40-60 percent. 
This free remainder could have been used to raise the norm of the payment for 
capital in these ministries to its top level, that is, to 12-15 percent (a 
higher norm becomes an obstacle to technical progress). In sectors switched to 
the normative method of distribution of profit, the norm of the payment for 
capital can be raised by including in this payment a significant part of the de- 
ductions from profit, the difference between the ratified sum of payment to the 
budget and the sum of traditional priority payments, It appears to be wise to 





6 See, for example, ibid., pp 75-76. 
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continue the differentiation of the norm of the payment for capital within sec- 
tors also, to the level of particular groups of similar enterprises which 

have roughly equivalent capital-lahor ratios and profitability. A uniform 
norm should be established for the enterprises belonging to these groups. 


Let us assume the following variations: in sectors or groups of similar enter- 
prises with profitability below 5-8 percent the norm of the payment can be 
raised somewhat on the condition that it is charged only for newly introduced 
fixed capital. At the same time for low-profitability and unprofitable enter- 
prises with equipment that has not been updated the payment can be calculated 
in a conditional manner to take account of the sum of possible savings on this 
payment when forming incentive funds. 


Increasing the norm of the payment for capital in high-profitability sectors and 
raising its share in the balance profits of the enterprises and associations 
gives them a stronger incentive to efficient use of productive capital. 


It seems to us that in the long run it would be good to differentiate the rates 
of this payment, adopting a policy of charging a higher payment for working 
capital than for fixed capital. This is related to the following circumstances. 
In the first place, in industry the ratio of fixed and working capital is about 
3:1, but the cycles of fixed capital and working capital are completely dis- 
Similar. In view of the great mobility of the former, it is easier for enter- 
prises to achieve efficient use of working capital. In the second place, under 
contemporary conditions (in particular for funded deliveries) the improvement 
and acceleration of the use of working capital is more dependent on economic 
agencies than for fixed capital. In the third place, working capital is more 
or less similar in different industrial sectors, but fixed capital differs sig- 
nificantly by level of productivity, wear, structure, and technical-operating 
properties. 


Because the level of profitability is determined chiefly by fixed capital, the 
payment for fixed capital should be differentiated by subsectors and groups of 
enterprises, while the payment for norm-controlled working capital can be 
charged at uniform rates, differentiating them only by sources of formation and 
nature of expenditures (planned and unplanned). It should be kept in mind 
here that in heavy industry working capital has a relatively small share of 
total capital, but in light and food industry where it has a high proportion 

it is formed mainly from bank credit. 


Raising the rates and differentiating the payment for capital will require co- 
ordinating the new norms with bank interest rates. The payment for capital is 
usually not charged on borrowed capital given to form working capital. There- 
fore, if the norm of the payment for working capital exceeds the interest rate 
for credit, it is more advantageous for economic units to use credit to form 
working capital. There are two ways to see that the demand for borrowed 
capital is not artificially inflated: either raise the interest rate to the 
uniform norm of payment for working capital or charge an amount equal to the 
difference between the norm of the payment for working capital and the interest 
rate as a payment for capital from borrowed capital. 
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The stimulating role of the payment for capital depends greatly on the value 
base of fixed capital from which it is figured: from initial (balance) or 
residual value. Today, of course, the payment is computed from the balance 
value of fixed capital. The advocates of this method believe that charging 
against the value of residual capital would slow down technical progress in 
production. Indeed, over time a decrease in the amount of the payment auto- 
matically begins increasing the calculated profit of enterprises and, as a 
consequence, they have less incentive to renew fixed capital at the proper 
time. But it also must be considered that it is the residual value of fixed 
capital, not its full value, that participates in the production process. 
Moreover, new and more technologically sophisticated fixed capital gives enter- 
prises greater profitability. All this argues for calculating the payment for 
capital from the base of residual value. 





It seems to us that in deciding this question consideration needs to be given 

not only to the value structure of fixed productive capital but, most importantly, 
its qualitative structure. After all, the value of fixed capital often does not 
clearly characterize its production capacity, technical parameters, and the like. 
In other words, when calculating the payment for capital attention should also 

be given to its use value. The payment for capital should be established not 
only proportional to its value, but also takinginto account the quantity and 
qualitative characteristics of the production capacities being used. It would 
appear that this payment could be established for groups of similar enter- 

prises within a sector on the basis of available capacities and their use, 


The problem of determining the period of time in which the payment for capital 
must be charged is equally important: either the entire actual period of its 
use, or a normative period. This stimulates efficient use of the capital not 
for a certain definite period, for example the amortization life, but chiefly 
at the given moment (more accurately, for the calendar year). It is a para- 
doxical situation. Let us take two similar enterprises of one secior. The 
first used its equipment for the entire amortization life, while the second 
enterprise replaced its equipment twice during this time. Both enterprises 

pay the same amount for use of the equipment, although the second will have much 
better reproduction conditions thanks to its new, and therefore technically pro- 
gressive, fixed capital. It is clear that the payment is expected to stimulate 
efficient use of the capital through the entire service life envisioned by 
norms. These service lives should be established on the basis of socially 
necessary norms with due regard for scientific-technical progress. In our 
opinion it is more correct to charge the payment for capital for the entire 
normative service life of the fixed capital; for fixed capital that is 

written off early the payment should be charged until the end of the normative 
life, while for fixed capital that continues in use beyond its normative ser- 
vice life either the payment is made under privileged conditions or no charge 
is made at all. Despite some difficulties, this would make it possible to de- 
termine optimal replacement times for fixed capital more soundly and would help 
greatly speed up its renewal rate. 


In conclusion we will discuss the problem of activating the stimulating role of 
the payment for capital from the standpoint of improving the mechanism of 
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profit distribution. The point is that in a number of highly profitable sec- 
tors the stimulating function of cost accounting payments and, correspondingly, 
sanctions is greatly weakened. These payments "drown" in the free remainder 
of profit, which reaches 40-60 percent of balance profit for the enterprises 
and associations of a number of ministries (see Table 3 below). Profitability 


Table 3 (1979 Figures; Percentage of Balance Profit) 





Level of Prior Pay=- Left with 
Profita- ments to Free Re- Enter- 
Ministries bility Budget mainder prise 
USSR Ministry of Meat and Dairy 38,3 11.7 62.1 25.8 
Industry 
USSR Ministry of Petroleum Refining 25.6 20,2 53.9 25.7 
and Petrochemical Industry 
USSR Ministry of Light Industry 23.7 12.8 58.8 27.9 
Ministry of Construction, Load, and 22.9 22.1 39.7 37.8 


Municipal Machine Building 





there was determined relative to the value of fixed productive capital and ma- 
teriai working capital. High profitability often leads to a situation where the 
amount of free remainder exceeds not only priority payments to the budget, but 
also the part of balance profit remaining at the disposal of the economic or- 
ganization. Because the free remainder of profit is one of the forms of budget 
income, a worsening of the results of economic activity undermines the interests 
of both the production collective and the state, 


In 1979 at all industrial enterprises and associations only 40 percent of 
profit was distributed on the basis of predetermined norms (priority payments 
to the budget and deductions to stimulation funds). But the free remainder of 
profit, which was 34 percent of their profit, is not a normative form of dis- 
tribution and does not perform the stimulating function of a cost accounting 
payment. 


Decree No 695 envisions a program of measures toward further refinement of the 
system of mutual relations of enterprises, associations, and ministries with 
the budget in the process of profit distribution. Beginning with the llth 
Five-Year Plan, as they become ready industrial sectors will switch to the new 
system of profit distribution. The mechanism of its distribution is organically 
linked to the five-year plan and based on long-term stable norms established by 
years of the five-year plan. These ncerms will help distribute profit in prac- 
tice based on the final results of economic activity, which increases the 
economic accountability of enterprises, associations, and ministries for these 
results and for performance of their obligations, including obligations to the 
budget. 


The absolute sums of payments to the budget ratified in the plans of economic 


and social development for ministries are a guaranteed payment. When the 
profit plan is not fulfilled in a certain year of the fivereyear plan, payments 
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to the budget for this year will be taken entirely from an appropriate reduc- 
tlon in profit remaining at the disposal of the ministry, association, or 
enterprise. But if production and profit plans are fulfilled with less fixed 
capital than envisioned, the savings on the payment for capital remains at the 
disposal of the associations and enterprises (with the exception of the case 
where the savings results from failure to fulfill the plan for launching 

fixed capital, production capacities, and facilities in operation). Total pay= 
ments to the budget are reduced by this amount in conformity with the general 
norm of profit distribution. 


It appears that it would be wise in the future when determining deduction norms 
to begin with calculated profit, not balance profit. This unquestionably would 
enhance the stimulating function of the profit distribution mechanism both in 
the stage of priority payments and in the stage of distribution of cost ac- 
counting profit itself. The sum of balance profit does not depend on the amount 
of the payment for capital because its distribution does not properly (through 
the payment for capital) stimulate effective use of enterprise and association 
productive capital. The stimulating role of the payment for capital would un- 
questionably be greater if deduction norms were determined relative to calcu- 
lated (net) profit. 


As many economists correctly observe, ” however, realization of this proposal 

is problematical in the present stage of refinement of the economic mechanism. 
After all, with the current system and structure of wholesale prices, calculated 
profit (as the difference between balance profit and mandatory payments according 
to uniform norms) can in many sectors prove insufficient as a basis for deter- 
mining the norm of deduction. This is particularly true in sectors with low 
profitability. For example, according to the 1979 plan the norm of profit left 
to the sector for the Ministry of Power Machine Building exceeded 90 percent. 
The role of the payment for capital was practically nullified. A similar situ- 
ation took shape in several other ministries with the transition to the 
normative method. 


Let us take a concrete example to consider the mechanism of calculating the 
payment for capital of an enterprise of a ministry that has switched to the 
normative method of profit distribution, We will teke the Orekhovo Agricultural 
Machinery Plant of the Ministry of Machine Building for Animal Husbandry and 
Fodder Production, which has been operating under the new conditions of eco- 
nomic activity since 1 January 1981 (see Table 4, next page). Because enter- 
prises of this ministry generally have low levels of profitability, after 

its switch to the normative method the ministry's profit is not sufficient 
(with a six percent rate of the payment of capital) to finance capital invest- 
ment, repay bank credit and interest charges, form economic stimulation funds, 
and carry out other planned expenditures for development of the sector. There- 
fore, with the consent of the USSR Ministry of Finance enterprises of the 
ministry were given a norm of the payment for capital of three percent, 





7? See, for example, VOPROSY EKONOMIKI 1980, No 1, p 46 
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In 1980 the actual value of fixed productive capital subject to the payment at 
the Orekhovo plant was 79,000 rubles below the planned figure (taking account 
of fulfillment of the plan for launching fixed capital in operation). But 

the savings for this payment could not be realized because the plant had stocks 
of commodity-material assets (11,000 rubles) and uninstalled equipment (222,000 
rubles) not covered by bank credit. As a result, the actual average annual 
value used to calculate the payment for capital was 154,000 rubles higher than 
the plan figure, and the above-plan payment for capital was 13,000 rubles. 


Institution of the new, preferential norm of the payment for capital on 
1 January of this year reduced the total payment at the Orekhovo Agricultural 


Machinery Plant almost in half. Despite an actual decline of 284,000 rubles 

in the fixed productive capital used because the enterprise had 175,000 rybles 
worth of installed equipment and surplus commodity-material stocks of 155,000 
rubles, the actual average value of productive capital exceeded the planned 
value by 46,000 rubles. As a result, the above-plan payment for capital in 

the first six months of 1981 was about 2,000 rubles, and deductions to economic 
stimulation funds were reduced by a corresponding amount, 


Here are our conclusions. Above all, as the calculations made show, the role 

of the payment for capital as a stimulus to rational use of working capital 

and reduction of stocks of uninstalled equipment and commodity-material assets 
was weakened with a decrease in the norm; these stocks increased 100,000 rubles 
in 1981 compared to 1980. The above-plan sum of the payment for capital in 1981 
was less than one-sixth of the 1980 payment even though the amount that the 
planned value of productive capital exceeded the actual value decreased by only 
about two-thirds. The enterprise's ability to increase its own economic stimu- 
lation funds by a savings on the payment for capital was cut in half. 


Analysis of the situation in other ministries also shows that with the current 
level of profitability of certain sectors and planned ratios between their in- 
comes and expenditures, the principle of distribution of calculated profit can 
only be employed in a very few of them. This is one more indication that an 
effective reorganization of the mechaism of profit distribution and activation 
of the role of payments to the budget will not happen by themselves, but must 
be an organic part of a comprehensive improvement of the economic mechanism. 


For example, use of the payment for capital alone will not help achieve a 
major reduction in above-plan stocks of commodity-material assets, It is very 
important here to intensify the influence of credit to accelerate the involve- 
ment of material resources in economic circulation. Thus, in 1979 sanctions 
were applied to associations and enterprises of the RSFSR for systematic accumu- 
lation of above-norm assets in 1,138 cases. The sanction was withdrawal of 
credit, and it was generally successful. The steps taken by Gosbank insti- 
tutions helped improve the material base in a number of sectors. Above-plan 
remainders of material assets at enterprises of the RSFSR Ministry of Local 
Industry decreased 6.2 million rubles during the year, while the drop was 4,2 
million at enterprises of the RSFSR Ministry of Meat and Dairy Industry, 3.9 
million rubles at enterprises of the RSFSR Ministry of Light Industry, and 

so on. 
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Using accumulated experience with granting loans to process above-plans stocks 
of commodity~-material assets on the basis of credit agreements, establishments 
of RSFSR Gosbank granted a total of 1.4 billion rubles worth of such loans to 
3,080 enterprises in 1979, In most cases this was effective, Of the total 
assets covered by credit in 1979, 1,1 billion rubles worth, or 81.3 percent, 
was used in production or sold on the side. Performance of the measures en- 
visioned by the credit agreements enabled many enterprises to step up the rate 
of turnover of working capital and draw excess and unneeded assets into produc- 


tion. 
COPYRIGHT: "Finansy SSR", 1981 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


INTEGRATED APPROACH TO AUDITING OF STATE REVENUES 
Moscow FINANSY SSSR in Russian No 9, Sep 81 pp 56-58 


[Article by I.Ya. Nikitin, chief of a department of State Revenues Administra- 
tion of USSR Ministry of Finance: "An Integrated Approach to Auditing Work on 
State Revenues" ] 


[Text] In the light of the decisions of the 26th CPSU Congress, heads of the 
country's finance organs have to improve the forms of organizational activity 
and be more strict in demanding the personnel fulfillment of the tasks assigned 
to them and in inculcating efficiency and responsibility. All this fully ap- 
plies to the auditing-inspector apparatus. At each finance organ where there 
are auditors for state revenues, it would be advisable to analyze the organi- 
zation of auditing inspectors’ work and to adopt energetic measures for improv- 
ing it. 


Auditing work requires an integrated approach. The complex of organization 
includes preparation for auditing, carrying it out, arrangement and implementa- 
tion of its materials. The paying of inadequate attention to even one of 

these forms of the work hinders an audit and impairs its results. 


First of all, the importance of the training of the auditors must not be under- 
estimated. The selection of a staff of personnel for carrying out an audit and 
determination of its time periods are not a formality but the actual start 

in any case begins with going to the sites. In our opinion, it is possible to 
prepare carefully in advance for an audit with the help of plans, programs or 
special questionnaires. 


In the annual and quarterly work plans of an administration or department, it 
is advisable to stipulate not only the number but also the specific designa- 
tion of finance organs subject to 21diting or thematic checks. It must be 
clearly stated in the plan, who is to spend how many days in the audit or 
check. This, first of all, will permit personnel to familiarize themselves 
ahead of time with the recommended instructions of the USSR Ministry of Finance 
with materials on the procedure of conducting audits and checks and, second, 

it will contribute to control over preparations for departure. 


In accordance with section 3 of the above-mentioned instruction, an audit of 
state revenues has to be conducted on a high economic and organizational level. 
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For this reason the plan or questionnaire of preparation for auditing should 
provide for a study (according to reporting of the Central Statistical Admin- 
istration) of the economy of the oblast, city or rayon subject to an audit or 
check, especially indicators of the operation of industry and of fulfillment 

of socialist commitments. The organizing of each audit is unthinkable without 
a Study by the auditors of new instruction materials and directives. It is 
advisable to systematically plan a check of codification and classification of 
intruction materials by auditors and holding of seminars and a practical demon- 
stration of an audit directly at enterprises for them. 


Good preparation provides the person doing the auditing or check with the op- 
portunity of immediately upon arrival at a place of making a determination on 
the basis of primary information of the state of work in many sectors and quickly 
orientating oneself as to what additional measures have to be coordinated with 
the director of the finance organ and how to arrange together with him addi- 
tional checks. As a result, it is easier to compile an auditing plan and to 
efficiently determine measures and the time of participation of finance-organ 
personnel involved in it. 


It is extremely important to arrange in the best possible way the performance 
by the auditors of their duties. As we know, auditors and auditor-inspectors 
are obliged to study in a documentary audit the staff of economists dealing 
with state revenues, to verify their work qualifications and the organization 
of work of the finance organ relating to state revenues and right use of laws 
and instructions. Unfortunately, different opinions are still being stated 
in regard to the size of the audit. Occasionally in reply to a criticism of 
defects in the holding of an audit, it is justified ostensibly by the exces- 
sive size of the program. Frequently, the opinion is stated that the auditor 
himself can decide for himself what has to be checked. It was proposed to re- 
place audits with thematic checks or to conduct the latter after audits, en- 
compassing in this way questions or sectors of work that had not been checked 
in the course of the audit. 


All these proposals do not contribute to improved organization of audits or 
checks. First, in this way the possibilities are narrowed for an integrated 
approach to the study and detailed analysis of the causes of the defects and 
to the development of recommendations for improving the operation of finance 
organs. Second, responsibility is weakened with respect to organization of 
audits and checks. This organization cannot be allowed to take its own course 
and to have the work of the auditors uncontrolled. 


All the conditions exist for the fulfillment of the duties bestowed on the 
auditing apparatus. First and foremost--a sufficiently high level of training 
of chief, senior auditors, auditors and senior auditor-inspectors. According 
to the existing situation, these positions are filled by people with the high- 
est specialized education. Once in six years, they upgrade their qualifica- 
tions while on leave from work. Actually, all auditors occupying the positions 
mentioned, except for certain oblasts of the RSFSR, have a higher education. 
And those who lack it should be brought into correspondence study. 
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lt must be plainly said: searching for ways of reducing the volume of material 
to be checked out deflects the attention of the auditing apparatus from the main 
thing--the need to upgrade the skills of every auditor and to expand his econ- 
omic, financial, general and political outlook. Concentration of attention on 
tnis is a task of all finance organs, especially since deficiencies still exist. 
Tne Stavropol'skiy Kray when auditing Izobil'nenskiy Rayon finance department 
replaced verification of planning of payments with an entry into the official 
act: "Planning of receipts of state revenues is done in accordance with the 
methodological directives of the USSR Ministry of Finance of 11 June 1976 

No 38." The problem is not that an auditor speaks of planning but rather that 
he refers to an instruction on accounting. Such an entry characterizes his 
knowledge and experience and the degree of regponsibility for the quality of an 
audit. 


Formalism in the work of an auditor is an intolerable manifestation. It is ne- 
cessary to deeply analyze each question under examination. 


Materials of audits and checks of the USSR Ministry of Finance show that cases 
of superficial analysis are frequent and as a result measures employed for im- 
proving the work are insufficiently effective. 


In Uzbek SSR, during an audit of the finance organs of Bukharskaya Oblast, the 
main one--Bukhara city financial department--did not undergo an audit; only 
thematic verification of some sectors occurred. Of course, both the organizers 
and the auditors themselves had to know that it is impossible in this way to 
analyze and evaluate the operation of a finance organ of an oblast capital as 
well as of the oblast apparatus. 


The Turkmen SSR Ministry of Finance in the course of checks poorly organized 
the analysis of the state of tax accounting in 1981. The ministry checked on 
those finance organs where there were few taxpayers, leaving unaccounted the 
cities of Ashkhabad, Mary and Chardzhou. The materials of the checks did not 
touch upon gost of the questions required for an evaluation of the quality of 
tax accounting. 


the data for 1980 show that finance ministries of union republics alone in the 
course of audits verified the reports and calculations of almost 11,000 enter- 
prises. A total of 2,500 changes were introduced into the reports; as a re- 
sult more than 14 million rubles of payments into the budget were calculated. 
The control of finance organs over the reliability of the reporting of enter- 
prises and organizations was also verified. Cases were established directly 
at enterprises of illegal granting of bonuses to engineering-technical per- 
sonnel and employees. A number of union republics and oblasts have accumulated 
considerable experience of such checks. The USSR Ministry of Finance pointed 
out the positive experience of the finance ministries of Lithuania and Belo- 
russia. All this, of course, is fine, but today, in the light of present-day 
demands, it can no longer satisfy us. 


When going to places, one must not restrict oneself solely to checking on cor- 
rectness of computation of payments into the budget. For the sake of objectiv- 
ity, it should be emphasized that not everything is going well in the organiza- 
tion of such checks. This is graphically shown by materials of audits conducted 
by the USSR Ministry of Finance. 
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Auditors of the Tajik SSR Ministry of Finance made a weak showing of verifying 
the correctness of computations of taxes and collections from enterprises, in- 
stitutions and citizens. Checks on taxes were principally done with materials 
of finance organs rather than directly on site. 


The problem is not just to eliminate defects but first of all to apply maximum 
efforts to the verification, elucidation and study of the effectiveness of or- 
ganizational work of the audited finance organ as a whole and of each individ- 
ual employee. The foreground should be taken by verification of fulfillment 

of established statutes on departments of state revenues of finance ministries 
of autonomous republics and kray (oblast) finance departments, the statute on the 
inspectorate (department) of a city (rayon) finance department and orders of 
higher finance organs on questions of organization of work, improvement of its 
style and methods and qualification characteristics of employees of finance 
organs. 


Auditors of the USSR Ministry of Finance are perfectly correct in criticizing 
auditors and auditor-inspectors because they do not check things through to the 
end and do not disclose the nature of the case with the necessary depth and 
completeness. In the act of the audit of the Moskovskiy Rayon finance depart- 
ment of the city of Kalinin, auditors of the RSFSR Ministry of Finance wrote 
their conclusion without any calculations: the reason for nonfulfillment of 
the turnover-tax plan for the textile industry lies in the disparity between 
this plan and the established funds. Why is this the case, who is to blame and 
what must be done to eliminate the situation? A superficial approach to audit- 
ing would not impel a department, inspectorate or personnel for state revenues 
to assume an increasingly active position in this matter. 


't frequently happens that auditors, operating with numerical data, percentages, 
ao not clarify the nature of the matter. For example, they record in the act 
that the turnover-tax plan was set too high; they state in what sectors this 
happened anu co what degree. Later the auditor reports that for these sectors 
the plan was reduced by a certain sum as of a certain date by a higher finance 
organ. Subsequently, they provide percentages of actual fulfillment--above 

140, 150. The result is a profusion of figures, but what is what with the plan 
remains unknown. 


An essential condition of raising the level of auditing and inspection work is 
to make stricter demands on auditors and other personnel that they always reach 
the root of a problem and reveal the very essence of the question. 


The finance ministries of union republics and kray (oblast) finance departments 
have many auditors tirelessly contributing to improving the work of auditing 
state revenues. Nikolay Vasil'yevich Bufetov, a senior auditor-inspector of 
the Moscow Oblast finance department can be mentioned as an example. Since 
1976, he has headed a group of state-revenue auditors. Nikolay Vasil yevich 

is constantly and generously sharing his experience with young specialists. 

At the Moscow Oblast finance department, the economic studies of auditors are 
also taken by department deputy chiefs dealing with corresponding forms of 
State revenues. The materials of audits are discussed each quarter by all the 
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personnel of an auditor group. The first thing to be examined are the comments 
made by the department's specialists. During 1979-1980, personnel of the audit- 
ing group of the Moscow Oblast finance department brought in additionally more 
than 1.2 million rubles of payments into the budget; of these, 660,000 rubles 
were added by N.F. Bufetov. He enjoys deserved prestige not only in his col- 
lective but also among personnel dealing with state revenues of the oblast's 
finance organs. In the course of audits, he helps in a practical way to organ- 
ize and to improve economic work, he conducts with finance personnel demonstra- 
tion checks of economic organs and disseminates the outstanding experience of 
the oblast's finance organs. 


Many remarkable people are engaged in the difficult field of auditing work. 

The RSFSR Ministry of Finance in surveys of positive experience pointed out a 
number of times senior auditor Viktor Antonovich Lozovskiy. Today he is a dep- 
uty chief of the state-revenue department of the Krasnoyarskiy Kray finance de- 
partment. Viktor Antonovich systematically conducts classes of economic study 
for auditors of his department, travels to the kray's finance organs to audit 
state revenues, verifies together with auditors tax reports, accounting reports 
and balances directly at enterprises; he makes concrete proposals for the im 
provement of auditing work, 


Stanislav Mechislavovich Chernyshevich, the chief of the auditing-inspectors' 
department of the State-Revenue Administration of the Belorussian Ministry of 
Finance does a great deal to raising the level of auditing-inspectors' work re- 
lating to state revenues. He devotes special attention to the verification of 
the timeliness and correctness of use of normative documents issued in accord- 
ance with the measures carried out in the country on perfecting the economic 
mechanism and disclosure of cases of unreliable accounting and reporting. 
State-revenue auditors of this ministry age always providing assistance to 
personnel of local finance organs and pass on their experience in jointly con- 
ducted checks of enterprises, institutions and organizations. In the course 

of audits of the operation of finance organs of Minskaya and Grodnenskaya ob- 
lasts, they conducted three classes with personnel of six finance organs deal- 
ing with selection of objects and methods of verifying individual questions of 
the reliability of the data of accounting and reports and determination of sums 
subject to go into the budget. 


In statutes on administrations and departments and on inspection of state re- 
venues and in orders of the USSR Ministry of Finance, a concrete determination 
is made of what constitutes the duties of heads of finance organs. But it 
frequently happens that, while noting defects and violations, auditors do not 
elucidate the role of responsible personnel in ensuring correct organization 
of the work of the collective and fail to verify the degree of their respons- 
ibility in cases of an unsatisfactory state of work on state revenues. 


The Ashkhabad city finance department in June 1980 checked on the Proletarskiy 
Kayon finance department and established serious violations in the computation 
of local taxes for 26 citizens and impositions of a. income tax on handicrafts- 
men and artisans. In January 1981, a check of the same finance organ showed 
defects and violations in the computation of local taxes for 100 home-owning 
citizens. But at the city finance department they did not bother to think 
which previous checks were worse than useless. This occurred because the 
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attention of those checking failed to be directed main thing--clarification of 
the level of responsibility of heads for defects and violations that had been 
allowed to occur. At the same time, the heads of rayon finance departments of 
Ashkhabad failed to monitor the carrying out by state-revenue inspectors of 
tax accounting on the spot, at the homes of citizens and the head of the Pro- 
letarskiy Rayon finance department did not check on the propriety of imposing 
an income tax on handicraftsmen and artisans, that is, the basic functions of 
control had not been fulfilled. 


The Uzbek SSR Ministry of Finance subjected only one rayon finance department 
to an audit; in five, it was limited to a thematic check. The intentions of 
the organizers were good: to take in more finance organs. But thematic checks 
cannot replace a thorough comprehensive audit. Verification at enterprises of 
the correctness of computation of payments into the budget without a detailed 
study of the operation of the state-revenue apparatus and its management in 
finance organs does not meet present-day requirements. 


Frequently at finance organs, a simplistic approach is made to assessment of 
the quality of arrangement of the materials of audits and checks. The encum- 
bering of acts or documents of information on the results of audits and checks 
with unnecessary tables and reporting data on the past year, the wrong use of 
economic, financial and accounting terms and occasionally even empty and illit- 
terate entries are considered harmless defects of a purely technical nature. 
Actually behind each case of poor formulation of materials there is to be found 
a superficial audit or check. The adoption of necessary measures for improving 
formulation will undoubtedly raise the responsibility of auditors and other 
personnel for the quality of auditing as a whole. 


COPYRIGHT: “Finansy SSSR", 1981 
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REGIONAL DEVELOPMENT 


USSR FINANCE MINISTRY CRITICIZES KAZAKH FINANCE MINISTRY 
Moscow FINANSY SSSR in Russian No 2, Feb 82 pp 78-80 
[Information Item: "At the Board of the USSR Ministry of Finance"] 


[Text] After examining the results of an audit of the work of the Ministry of 
Finance and the financial agencies of the Kazakh SSR on making up and carrying 
out the State Budget during January-September 1981, the board noted that the 
republic's Ministry of Finance and financial agencies, guided by the decisions 
of the 26th CPSU Congress and the instructions of the USSR Ministry of Finance, 
carried out measures to improve economic and control and auditing work and to 
strengthen the influence of finances on improving the use of productive capital, 
increasing labor productivity, improving output quality, reducing the materials 
intensiveness of products and the cost of output, discovering and mobilizing 
intra-economic reserves, observing a strict regimen of economy in the expendi- 
ture of state resources and, on this basis, ensuring production efficiency and 
an increase in the budget's income. 


Measures have been carried out in the republic which are aimed at realizing the 
propositions stipulated by the 12 July 1979 Decree No. 695 of the CC CPSU and 
USSR Council of Ministers "On an Improvement of Planning and a Strengthening of 
the Influence of the Economic Mechanism on Improving Production Efficiency and 
the Quality of Work." 


The board of the Ministry of Finance has regularly examined the course of the 
fulfillment by the republic of the State Budget and of the plan for state in- 
come. The results of the fulfillment of the budget are reported every quarter 
to the Council of Ministers KaSSR. 


The republic's financial agencies have taken part in the work to seek possibili- 
ties for the additional production and sale of consumer goods, which has made it 
possible to increase commodity resources by 60.5 million rubles and the budget's 
turnover tax income by 9.3 million rubles. 


An examination of the 1980 balances and reports of the ministries and departments 


resulted in the collection of 127.6 million rubles of additional income, of 
which 45.9 million rubles were assigned to the budget. 
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The work being carried out by the republic's Ministry of Finance and financial 
agencies to mobilize additional resources and strengthen control over the 
expenditure of state funds has been promoting the fulfillment of the state 
budget. 


At the same time, the board noted that the work of the Ministry of Finance and 
the financial agencies of the KaSSR on making up and carrying out the budget and 
on exercising control over the financial and economic work of ministries, depart- 
ments, associations, enterprises, organizations, and institutions contains 
shortcomings and that full use is not being made of the possibilities for increa- 
sing the budget'’s income and for expending state resources more economically and 
efficiently. 


The qualitative fulfillment of local budgets has not been achieved. During six 
months of 1981 7.8 million rubles from 3-11 income sources failed to come in to 
all of the oblast budgets and the budget of the city of Alma-Ata. Certain 
financial agencies did not exercise the necessary control over the punctuality 
of wage payments to the workers of budget institutions. 


The Ministry of Finance KaSSR has been providing insufficient assistance to the 
republic's ministries and departments in carrying out the measures set forth in 
the 12 July 1979 Decree No. 695 of the CC CPSU and USSR Council of Ministers. 
The cost accounting principles of the organization of work which are stipulated 
by the decree are not being fully applied and are not being applied in all of 
the republic's ministries and departments. Only individual points are being 
introduced in a narrow circle of enterprises. 


The administration for state income and the branch financing administrations of 
the Ministry of Finance KaSSR and its financial agencies are still making poor 
use of the possibilities for influencing ministries, departments, associations, 
enterprises, and organizations in order for them to improve their financial and 
economic activities, ensure a thorough economy of raw material, fuel and energy, 
labor, and financial resources and the safeguarding and efficient use of their 
own circulating capital, to draw above-plan stocks of commodity assets and un- 
installed equipment into economic circulation, to fulfill plans for the con- 
missioning and mastery of productive capital and production capacities, and to 
increase budget income and strengthen payment discipline. 


During the period January-September 1981 the budget failed to receive 3 million 
rubles in payments from profits from 3 ministries. The profits plan during this 
period was not fulfilled by 10 ministries and departments in the amount of 

34 million rubles, and 12 ministries and departments permitted a rise in the cost 
of commodity output of 13.3 million rubles. Many associations, enterprises, 

and organizations did not fulfill their output production and sales plans and 
their deliveries assignments and commitme..ts, and permitted an increase in non- 
productive expenditures and in losses. 


According to the data as of 1 October 1981, as a result of insufficient control 
by financial agencies over the completeness and punctuality of settlements with 








the budget, many associations, enterprises and organizations did not deposit in 
the budget monies from the 25 percent decrease in funds for the payment of bonuses 
which did not go into the wage fund or into the material incentives fund, and 
unutilized monies from the expenditure estimates for the maintenance of the 
administration's apparatus in the first, second, and third quarters of 1980. 


There was an especially large number of violations of payment discipline by 
economic agencies in Taldy~Kurganskiy, Gvardeyskiy, Kirovskiy, and Andreyevskiy 
Rayons of Taldy-Kurganskaya Oblast, where from 17 to 39 percent of the payments 
came into the budget after the established date. 


In individual financial agencies unsatisfactory work was done to’ seek possibili- 
ties for the additional production of consumer goods and for an increase on this 
basis of budgetary income. In nine months of 1981 of the 14 financial agencies 
ot Taldy-Kurganskaya Oblast, only 3 made proposals on increasing the production 
of consumer goods. 


State income workers did not always perform high quality checks on the reports 
and balances of enterprises and economic organizations. During the auditing 
period a second check of the settlements resulted in an additional payment to 
the budget of 143,500 rubles. 


The financial agencies of Vostochno-Kazakhstanskaya, Kyzl-Ordinskaya, 
Pavlodarskaya, Ural'skaya, Alma-Atinskaya, and a number of other oblasts committed 
violations in calculating and collecting agricultural and other taxes from the 
population. 


The republic's Ministry of Finance and financial agencies have exercised insuffi- 
cient influence on industrial ministries for the purpose of improving their 
compliance with state planning discipline and ensuring the reliability of their 
reporting data and the legality and validity of bonus payments to executive and 
engineering and technical workers and employees. 


The scattering of capital investments continued to occur in the republic, normed 
construction time schedules were not observed, assignments for the mobilization 

of internal resources in construction were not fulfilled, and many ministries and 
departments ordered equipment in excess of allocated appropriations. Individual 
ministries did not fulfill their plans for the contribution of their own resources 
to the financing of capital investments. 


The republic's administration for the financing of agriculture and its financial 
agencies did not carry out sufficient measures aimed at eliminating non-produc- 
tive expenditures and losses in agriculture, improving the use of productive 
capital, and reducing output costs. 


In a number of cases the republic's financial agencies exercised poor control 
over the work of trade organizations which are continuing to accept unsalable 
goods from enterprises for the subsequent discounting of which substantial funds 
were expended. 
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Insufficient influence has been exercised by financial agencies on communications 
enterprises which have not made full use of their production capacities, and have 
permitted losses from mismanagement and an increase in the cost of services. 


Control has to be strengthened over the correctness of the composition of the 
expenditure estimates of the institutions of the republic's Ministry of Health 
and over rate setting for medical workers. The republic's Ministry of Finance 
has been taking insufficient measures to eliminate indebtedness on kolkhoz 
allotments to the central union kolkhoz worker social security fund, an indebted- 
ness which as of 1 October 1981 came to more than two million rubles. 


Individual financial agencies have not given the necessary attention to improving 
the structure and reducing the cost of the administration apparatus. In 1980 

no corresponding proposals were made by the financial agencies of Mangyshlakskaya 
and Turgayskaya Oblasts, and the financial agencies of Kustanayskaya, 
Taldy-Kurganskaya, Ural'skaya, and Tselinogradskaya Oblasts did not achieve the 
realization of a single one of their proposals. 


The financial agencies of Ural'skaya Oblast did not realize the periodicity 
established by superior agencies for checks on the observance of personnel 
estimate discipline at enterprises, and in organizations and institutions. When 
they discovered violations of personnel estimate ‘discipline certain financial 
agencies did not make the guilty parties face responsibility, did not, in 
necessary cases, hand over materials on violations to the agencies of people's 
control, and did not take the necessary measures to ensure the complete and 
punctual receipt by the budget of the overstated appropriations. 


There were shortcomings in the organization and performance of control and 
auditing work. In auditing the work of financial agencies on composing and 
executing the budget not all of the issues stipulated by the instructions were 
checked, and there were too few counter-checks. The audits of individual enter- 
prises, organizations, and rural and settlement Soviets were performed by 
financial agencies with poor quality. 


The board has taken cognizance of the communication by the Deputy Minister of 
Finance KaSSR A. Ye. Batsuly that the results of the audit have been examined 
by the Republic's Council of Ministers and by the Mingstry's board and that the 
proper measures have been taken. 


The board of the USSR Ministry of Finance has bound the Minister of Finance of 
the KaSSR R. S. Bayseitov to the following: guiding himself by the decisions of 
the 26th Party Congress and of the November (1981) Plenum of the CC CPSU, to 
carry out additional measures aimed at a further rise in the level of economic 
and control work, a fuller discovery and mobilization of income, a strengthening 
of the regimen of economy in the expenditure of state resources and, on this 
basis, the ensuring of an absolute fulfillment and overfulfillment of the repub- 
lic's state budget and its socialist commitments; to organize the performance 
of the economic and control work of the administrations and departments of the 
Ministry of Finance and of the financial agencies in close interaction with 
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planning agencies and the institutions of Gosbank USSR and Stroybank USSR; _ to 
strengthen control over the realization by ministries and departments of the 
measures to carry out the decree No. 695 of the CC CPSU and USSR Council of 
Ministers; to ensure a more active participation by financial agencies in the 
development of proposals to increase the production and sale of consumer goods 
on the basis of a better use of production capacities and local raw materials, 
and also to improve their quality; to organize within the established schedule 
and on a high economic level analysis of the financial and economic activities 
and checks of the balances and reports of ministries, departments, and economic 
agencies; and, in the process of the economic analysis and checks, to concen- 
trate the attention of workers on the preparation of proposals which promote a 
rise in labor productivity, a decrease in output costs, a more efficient use of 
fixed capital, raw materials, materials, fuel, and electric and thermal energy, 
the elimination of non-productive expenditures and losses and an increase in 
accumulations and payments to the budget. 


It is essential: In performing checks and an analysis of the financial and 
economic activities of the Ministry of Agriculture and its subordinate enterprises 
and organizations to give more attention to the development of proposals on 
strengthening the economies and finances of the sovkhozes and kolkhozes;_ to 
strengthen control over the use of the funds allocated for capital construction, 
and jointly with the ministries and departments to develop measures ensuring the 
concentration of capital investments and labor and financial resources at start- 
up projects, a maximum restriction of the number of newly begun construction 
projects, and the fulfillment of assignments to mobilize intra-economy resources; 
to systematically control in the ministries, departments, and economic agencies 
the reliability of reporting data and the validity of plans which are adopted; 
before 20 April 1982 to organize the universal verification in ministries, de- 
partments, associations, organizations, and enterprises of the completeness of 
the determination and punctuality of the transfer to the budget's income of 
amounts of money from the 25 percent reduction in funds for the payment of 
bonuses which does not go into the wage fund and into the materials incentive 
fund, and of the funds in the expenditure estimates for the maintenance of the 
administrative apparatus which were unutilized in the first, second, and third 
quarters of 1981; to take measures to improve the work on taxes and the collec- 
tions from the population, directing especial attention to the necessity for 
ensuring the correct collection of the agricultural tax and of the wage taxes 

of workers and employees; to strengthen preliminary control over the expendi- 
ture of budgetary resources, ensuring a careful check within the established 
schedule of the correctness of the composition and ratification of the budget 
estimates of institutions; to activelywork on improving the structure and 
reducing the cost of the administrative apparatus, to comply with the established 
periodicity for performing checks of personnel estimate discipline, to raise the 
level of economic work on personnel schedules, and to see to the punctual elimi- 
nation of violations, the full receipt by the state budget of overstated appro- 
priations, and the bringing of guilty parties to responsibility; to establish 
strict control over the punctuality of the payment of wages to the workers of 
budget institutions and prevent cases of the late financing of wage expenditures; 
to take measures to ensure the complete and punctual payment by kolkhozes of 
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allotments to the centralized union kolkhoz worker social security fund; to 
improve control and auditing work, and toimprove the quality of the overall audits 
of the work of financial agencies and of rural and settlement Soviets on composing 
and carrying out the budget, and of the centralized accounting offices which 
service budget institutions, and also of enterprises and organizations; and to 
take measures aimed at the absolute safeguarding of socialist property. 


COPYRIGHT: ''Finansy SSSR", 1982 
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REGIONAL DEVELOPMENT 


ESTONIAN SSR'S ECONOMIC PERFORMANCE, PROSPECTS 
Tallinn KOMMUNIST ESTONII in Russian No 10, 1981 pp 26<30 


[Article by P. Kukke, senior scientific associate at the Institute of Economics 
of the Estonian Academy of Sciences, candidate of economic sciences: "Ways to 
Intensify Production" ] 


[Text ] It was emphasized at the 26th Congress of the CPSU that during the 
1980's the Communist Party will continue consistently implementing its eco- 
nomic strategy whose supreme objective is a steady rise in the material and 
cultural standard of living of the people and creating optimal conditions for 
comprehensive development of the individual. Attaining this goal places diffi- 
cult challenges before the country's economy, particularly because both pro- 
duction and personal needs will have to be satisfied in the new decade under 
complex conditions. Analyzing the condition of our economy at the 26th party 
congress, Comrade L, I. Brezhnev observed in particular that our country has 
enormous economic and scientific-technical potential and an army of many mil- 
lions of trained cadres, These are the things that define our future capa- 
bilities. At the same time, a number of factors that complicate economic 
growth will be operative in the 1980's: decline in the growth of labor re- 
sources; an increase in expenditures related to development of regions in the 
lar East and North; inevitable growth in expenditures for environmental protec- 
tion and investment in fundamental reorganization of many existing enterprises; 
and, updating the production infrastructure. 


The party considers switching the economy to the intensive path of development 
and raising the efficiency and quality of work to be the principal direction in 
solving economic and social problems. This economic strategy presupposes above 
all qualitative changes in the material-technical base of production which can 
be accomplished only through specifically targeted application of comprehensive 
measures. 


One of the mandatory conditions for intensification of production and improve- 
ment of its material-technical base is dynamic and balanced development of the 
USSR economy as a single national economic complex, improving its proportions, 
above all the sectorial and territorial proportions, In this we must insure 
simultaneous improvement in supply of food products and consumer goods to the 
populationand rapid development of the industrial sectors that determine tech- 
nical progress and the intensity of production (machine building, electric power, 
and the chemical industry). 
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It is equally important to raise the efficiency of capital investment in the 
design and production of new technology. This should be accomplished by im- 
proving technical means and increasing the proportion of investment in re- 
construction, as well as reducing the capital investment cycle, 


We will briefly review below certain aspects of improving the structure of the 
economy and raising the efficiency of capital investment. 


Improving the Structure of the Economy 


In a developed socialist society under conditions of scientific~-technical 
progress, balanced, dynamic economic development is an effective means of in- 
tensifying production and raising its efficiency. Achieving balance and dy- 
namic development at the same time is a very complex planning problem. All 

the key questions of socialist production and the need for comprehensive solu- 
tions to economic and social problems are intertwined in one knot here. 
Therefore, the structure of the national economy involves above all raising the 
material and cultural standard of living of the people and creating the 
essential prerequisites for this. 


A goal-oriented national economic structure is always formed under the aggre- 
gate influence of many factors, the most important of which are needs, their 
dynamic changes, characteristics of economic development (for example, the 
variable action of production factors and changing composition of raw and 
processed materials and fuel), and the optimal potential for satisfaction of 
needs conditioned on economic characteristics. 


The structural policy of the party and government begins from the notion that 

a country's economy is a single national economic complex, and the economy of 
each Union republic is a constituent part of it. The uniform system of terri- 
torial division of labor also determines the rights and obligations of the 
Union republics. For example, the structure of the economy of a Union republic 
should be coordinated with the interests of the entire country, that is, in- 
sure efficient use of local resources. This means above all achieving economic 
results with relatively minimal and reasonable expenditures. Union republics, 
especially the small ones, meet their needs for output of production sectors 
which it is not wise to build in their territories, by establishing contract 
relations with other republics. All Union republics must increase the pro- 
duction of food today. 


The patns cf development of the macrostructure of the economy of the USSR and 
the Union republics in the llth Five-Year Plan were defined in the document 
entitled "Basic Directions of Economic and Social Development of the USSR in 
1981-1985 and During the Period Until 1990," which was adopted by the 26th 
Congress of the CPSU. In general outline they come down to the following. 


As in past five-year plans, during the next five years industrial production 
will develop at a faster pace because it is the sector that determines socio- 
economic development and the industrial level of the entire economy. Thus, 
production of industrial output will rise 26-28 percent in the five years, while 
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average annual production of agricultural output will go up 12-14 percent. 
lower indicators are planned for the Estonian SSR, depending on its role in 

the all-Union division of labor and certain local features (more limited 
supplies of certain production resources); the planned growth figures are 14-17 
and 11-13 percent. The propertion of industry in gross social product and 
national income will increase, and industry's share of the total work force and 
total capital investment will stabilize or decrease, Therefore, the efficiency 
of production will rise. 


Significant changes will take place within industry in the present five-year 
plan. The sectors of group B will develop somewhat faster than the production 
sectors of group A. Whereas growth in output for group A is contemplated at 
26-28 percent, for group B the figure is 27-29 percent. The production of 
meat, animal and vegetable oil, knitted goods, and cultural-domestic and 
household articles is to develop especially fast. In our republic as well the 
production of consumer goods will increase, their assortment will be broadened, 
and quality will be improved. 


The change in the ratio of production of output by groups A and B will make it 
possible to improve supply of various goods to the population. 


The basic industrial sectors: fuel and energy, metallurgy, machine building, 
and chemistry, play the determining role in intensifying national economic de- 
velopment and achieving high final results. The 26th Congress of the CPSU 
underlined the need to give special attention to the development of these 

very sectors of industry (along with the group B sectors). 


In the fuel-energy sector it will become increasingly important to refine the 
internal structure of output by rational use of major new energy sources (for 
example, production of liquid fuel on the basis of hard coal). A reduction in 
the proportion of petroleum in the fuel balance and its replacement by natural 
gas and hard coal is contemplated, Plans envision growth in electricity (20- 

24 percent), obtained primarily (more than 70 percent) through atomic and 
hydroelectric power plants. At the same time, plans contemplate construction of 
centrai heat and power plants operating on inexpensive hard coal. 





The Estcaian SSR's contribution to building up fuel-energy resources will find 
expressiov in an increase in the extraction and efficient use of shale. This 
presupposes a great deal of work to construct modern shale underground and 
open-cut mines, to rebuild existing ones, to introduce new industrial equipment 
in the «clectric power industry, and so on. 


In development of the metallurgical sector, along with insuring production 
growth, the primary emphasis is on improving the quality and broadening the 
assortment of metal. This will make it possible to reduce metal expenditure per 
unit of final output and thus increase the production of output by machine 
building and other production sectors. 


The production of output by machine building, instrument making, and metal- 
working is planned to increase 1.4 times in the llth Five-Year Plan. The 
main task of these sectors is to insure a level of reproduction of the active 
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part of fixed capital that will permit timely re-equipping of facilities, that 
is, insuring that the "age" of primary technical equipment does not exceed 

the economically sound period of its operation. This is very important for 
raising the level of mechanization and automaticn, labor productivity, and in- 
tensification of the entire production process. 


Another key task in addition to re-equipping industrial sectors of machine build- 
ing is building highly productive machines for comprehensive mechanization of 
primary constrnction and land improvement work. The assortment of all tech- 
nical equipment is broadening and the unit capacity of aggregates and equipment 
will increase. The production of spare parts in adequate volume and assortment 
remains a pressing problem. 


Machine building will develop at a faster pace in our republic too. Our prin- 
cipal problem is updating and raising the technical level of output. At the 
present time this process is going slowly and holding back the application of 
scientific-technical advances in the economy. 


The document "Basic Directions" poses major tasks for the chemical industry. 
The sector as a whole is to increase output by 30-33 percent. Mineral fer- 
tilizer, synthetic resins and plastics, chemical fibers and threads, chemical 
plant protective agents, household chemicals, and the like will comprise a sig- 
nificant part of the growth. In the Estonian SSR the shale chemical industry 
will develop at a faster pace and the production of household chemicals will be 
broadened. 


Despite the decline in the proportion of agriculture in aggregate social product 
and national income, and especially in the total number of workers, this sector 
of the economy has very great obligations in the llth Five-Year Plan. The 
growth in agricultural output per capita must double compared to the previous 
five years. This will signify a significant step forward in improving supply 

of food products to the population. 


The growth in agricultural output must be secured by raising labor productivity. 
But to achieve this it is essential to build up the material-technical base of 
agriculture and continue the specialization and concentration of production, 
interfarm cooperation, and switching the sector to an industrial footing. The 
preconditions of growth are contained in agroindustrial complexes based on 
unified planning and balanced development of production sectors (above all 
agriculture and processing industry). Agroindustrial complexes will become a 
reserve for efficient production of output and raising labor productivity. 

They will create broad potential for maneuvering with the work force. 


The problems of agricultural development in the republic are similar to na- 
tional problems. Our challenge is to increase the output of dairy farming and 
hog raising, which in turn requires establishing a solid structure of crop 
farming to insure the necessary feed base and delivery of feed protein. 


When discussing balanced development of the economy it is impossible not to 


deal with capital investment, in particular capital construction. Increasing 
the production potential of the entire economy depends on this sector. 
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the production potential of the entire economy depends on this sector. We 

also cannot ignore the fact that the development of both the production infrax- 
structure and the social infrastructure is lagging behind the times. It is con- 
templated, for example, that this sphere will work out comprehensive long-term 
programs whose objective is to overcome backwardness in transportation. It is 
also essential to build new housing and cultural<domestic facilities. All this 
necessitates rational distribution and efficient use of capital investment. 

Some aspects of this issue will be considered in what follows. 


Other national economic proportions continue to be refined in the current five- 
year plan. Thus, balanced and dynamic development of the economy presupposes an 
improvement in the proportions of primary distribution, redistribution, and 
final use of national income. Firm ratios between growth in wages and labor 
productivity and growth of personal income and national income must be deter- 
mined to modify the distribution of national income. The proportions of final 
use of national income are conditioned on the ratio between consumption and 
savings, which is changing in favor of the former in this five-year plan. 


Shaping a rational economic structure is a complex problem that demands constant 
attention. It should be kept in mind that today's investment will by no means 
lead immediately to structural changes. At the 26th CPSU Congress Comrade L. lI. 
Brezhnev said: "Today, looking ahead five and 10 years, we cannot forget that 
these are the very years in which we will lay the foundation of and build the 
national economic structure with which the country will enter the 2lst Century. 
It should embody the basic features and ideals of the new society, move in the 
vanguard of progress, and personify an integration of science and production and 
the invincible alliance of creative thought and creative labor." 


Raising the Efficiency of Capital Investment in the Development of New Technology 


The intensity of development of the material-technical base of production is de- 
termined by capital investment. Under conditions where labor and other production 
resources were strictly limited, capital investment became the prime moving force 
of socioeconomic development. At the same time, the action of the factors that 
are restraining the rate of economic development dictate a new approach to capi- 
tal investment as well. The 26th Congress of the CPSU pointed to the necessity 
of achieving a major advance in raising the efficiency of capital investment. 
Above all this means modifying the ratio of the growth rates of production and 
capital investment in favor of the former. In other words, one of the distinc- 
tive features of the current five-year plan is that growth in final national 
economic results should be faster than increase in labor and material resources, 
including capital investment. Let us recall once again that the five-year plan 
contemplates a 26-28 percent increase in industrial output, a 12-14 percent rise 
in average agricultural output, and a 12-15 percent increase in capital invest- 
ment. During the 10th Five-Year Plan these figures were 24, 9, and 29 percent 
respectively. Such a change in the ratio of growth rate is possible only thanks 
to an increase in the productivity of production and labor, above all to rais- 
ing the efficiency of capital investment itself. 


During discussion of this matter at the 26th Congress of the CPSU, the impor- 
tance of modifying the ratio of capital investment directed to improving 
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existing fixed capital and to new construction was emphasized, When the eco- 
nomic potential of the country or of a particular Union Republic is being built 
up, of course, the importance of extensive growth of production capacities cannot 
be underestimated either. But new construction is now beginning only if it is 
extremely necessary (if existing enterprises, even after reconstruction, cannot 
meet the needs of the economy for the particular type of output) and the enter- 
prises, upon going into operation, will insure implementation of new scientific- 
technical concepts and higher productivity of social labor thanearlier similar 
enterprises. Therefore, new construction is no longer the focus of investment. 
The main thing now is to raise the quality of existing production capacities 
(industrial and power equipment, means of transportation, computer equipment, 
buildings, structures, and the like) and to improve their use by technical re- 
finement: modernization and reconstruction. Investment in reconstruction is 
indeed a means of intensifying expanded reproduction. 


The advantages of this type of investment over new construction are as follows. 


In the first place, capital invested in reconstruction, modernization, and tech- 
nical reequipping of enterprises is paid back, on the average, three times as 
fast as investment in similar new construction and requires less investment also. 
At the same time, the obsolescence of reconstructed and modernized fixed capital 
is substantially slowed down. 


In the second place, capital appropriated for reconstruction usually makes it 
possible to increase the proportion of the active part of fixed capital. This 
means that reconstruction and modernization promotes growth in output with 
smaller specific expenditures of capital investment: the output-capital ratio 
rises faster and the capital-labor ratio rises more slowly than when an equal 
amount of capital is spent for new construction, 


In the third place, reconstruction, modernization, and re-equipping of production 
facilities are often the prerequisite for more rational use of labor. Even if 
labor productivity in these jobs is lower than average indicators in construc- 
tion, the necessity of labor-intensive preparation of the construction area, 
erection of subsidiary structures, and laying of utility lines becomes unnec- 
cessary. Ultimately, this insures growth in labor productivity, which is also 
promoted by the rise in the level of mechanization and autoration of production, 
with its consequent reduction in manual labor, that usually accompanies re- 
construction. This practice should have a major impact in our republic where 
the proportion of workers engaged in manual labor is especially high (up to 50 
percent in several industrial sectors). 


The proper time to re-equip production facilities is when the primary industrial 
equipment begins to approach the point of obsolescence, It is natural that this 
process can be carried out as other sectors of the economy, above all machine 
building, develop and depends’ on the rate of development of new technology. 


In our country the proportion of capital appropriated for reconstruction is a 
Significant part of the total volume of capital investment, but even so we are 
behind certain developed capitalist countries on this score. Furthermore, in 
recent years the proportion of this capital has changed very little. In 1975, 








for cxample, 68 percent of all state capital investment in industry was used 
for reconstruction, expansion, and technical re-equipping of enterprises; in 
1979 the figure was just 70 percent. In ferrous metallurgy, the food industry, 
machine building and metalworking, and the coal and light industries this 
figure was 78-80 percent in 1979, The 26th Congress of the CPSU posed the task 
of significantly increasing capital investment in enterprise reconstruction. 
The Estonian SSR has a particularly large job in this area because the index 
for our republic is significantly below the national average, 


One of the main ways to raise the efficiency of capital investment and intensify 
production is to reduce the cycle of capital investment, There are many ways 

to do this. Some of them are common knowledge, for example reducing incomplete 
construction, increasing the accountability of design organizations, sub- 
contractors, suppliers, and the like, Construction-installation organizations 
are given incentive to complete the work and turn over the project for use as 
quickly as possible because payment between customers and contractors is made 
for completely finished enterprises, stages of them, and other facilities which 
are ready to produce output or render services. 


Improving work coordination also helps reduce the capital investment cycle. 
Comprehensive programs expected to closely interrelate all stages of scientific- 
technical progress, establish planned times for stages, reduce them to a minimun, 
and insure introduction of results in the national economy are used for this 
purpose. 


As noted at the 26th Congress, science-production associations are an effective 
form of combining science and production. At the same time they also serve as 
an effective means of reducing the capital investment cycle. Within the frame- 
work of associations it is possible to achieve optimal coordination and, where 
necessary, synchronization of the activities of all or a majority of the inter- 
ested elements, because their interaction is coordinated by the same department, 
and it has an interest in maximum final results. The Estonian SSR has already 
accumulated some experience. We have production associations and enterprises 
with their own institutes, laboratories, design bureaus, and experimental shops 
that resolve scientific-technical problems related to the incorporation of new 
technology and specific forms of production in almost every sector. In some 

of these associations, however, the tie between science and production is still 
weak. It was observed at the 20th Plenum of the Central Committee of the 
Estonian Communist Party that the replacement of obsolete and low-quality output 
is going slowly in our republic, which is also evidence of inadequate ties be- 
tween enterprises and special design bureaus, scientific-research laboratories, 
and institutes. Therefore, the internal reserves of science-production associ- 
ations as a way to accelerate the practical introduction of technical advances 
are still not exhausted. 


The principal challenge of the llth Five-Year Plan — to raise the material and 
cultural standard of living of the people — is feasible only by intensifica- 
tion of production and constantly improving the quality parameters for production 
activity. Growth in labor productivity is the fundamental factor in economic 
growth in the new five-year plan. Whereas national income used for consumption 
and saving is to increase 18-20 percent, growth in the productivity of social 











labor is to rise 17-20 percent, providing at least 85-90 percent of the growth 

in national income. Labor productivity in industry will rise 23-25 percent, 
while in the public sector of agriculture it will increase 22-24 percent. 

Rapid growth in labor productivity fs achieved only by systematically improving 
the structure of production, by faster development of the industrial sectors that 
determine technical progress, and by raising the efficiency of new technology and 


equipment. 


COPYRIGHT: Izdatel'stvo TsK KP Estonii, "Kommunist Estonii » 1981 
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REGIONAL DEVELOPMENT 


BAM TARGET PROGRAM FOR ECONOMIC UTILIZATION OF ZONE 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 2, Feb 82 pp 18-27 


[Article by VASKhNIL Corresponding Member V. Mozhin, chairman of the USSR Gosplan 
SOPS (Council for the Study of Productive Forces), N. Singur, a USSR Gosplan subde- 
partment chief, and Yu. Sobolev, an RSFSR Gosplan TsENII (Central Scientific Re- 
search Institute of Economics) sector head: "Target Program for Economic Utiliza- 
tion of the BAM Zone"] 


[Text] The Baykal-Amur Mainline is tremendously important to the national economy. 

As a transport project, the BAM at the same time also provides access to the diverse 
natural resources of Eastern Siberia and the Far East. The resolutions of the 25th 

CPSU Congress therefore anticipated, along with construction of the mainline in the 

10th Five-Year Plan, "significant intensification of geological surveying and scien- 
tific research on the comprehensive development of productive forces in the zone ad- 
jacent to the Baykal-Amur Mainline."* 


The Baykal-Amur Mainline construction is going well. In the llth Five-Year Plan, 
train traffic will be opened on its entire length and its construction will be fol- 
lowed, as was noted in the "Materials of the 26th CPSU Congress," by "expanded work 
on economic utilization of the zone adjacent to the Baykal-Amur Mainline."” 


Effective utilization of the zone's natural resources, in an area of upwards of a 
million square kilometers and stretching more than 3,000 km, is possible only on a 
strictly scientific basis. As experience in utilizing the natural resources of the 
eastern regions of the country has shown, the usual planning methods are unsuitable 
here. We need a target-program approach: development of comprehensive target pro- 
grams as an integral part of national economic plans. Such an approach results from 
the CPSU Central Committee and USSR Council of Ministers Decree of 12 July 1979 "On 
Improving Planning and Strengthening the Influence of the Economic Mechanism on Im- 
proving Production Efficiency and Work Quality." Development of a comprehensive 
target program for economic utilization of the Baykal-Amur Mainline zone is out- 
lined as a top-priority program. 


'‘"Materialy XXV s"yezda KPSS" [Materials of the 25th CPSU Congress], Moscow, Izd-vo 
Politizdat, 1978, p 227. 


‘"Materialy XXVI s"yezda KPSS" [Materials of the 26th CPSU Congress, Moscow, Izd-vo 
Politizdat, 1981, p 188. 
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The country's planning and economic agencies and its scientific organizations have 
worked hard to prepare this program. We can single out several stages in its de- 
velopment. In the first (1974-1978), the USSR Academy of Sciences Scientific Coun- 
cil on BAM Problems, headed by Academician A. G. Aganbegyan, worked out the scien- 
tific bases for a comprehensive target program for economic utilization of the zone. 
In the second (1978-1981), a system of measures was outlined and a long-range draft 
comprehensive target program of BAM zone economic utilization was prepared (also un- 
der the leadership of the Scientific Council). The draft was discussed at the 3rd 
All-Union Scientific-Practical Conference on Problems of Economic Utilization of the 
BAM Zone which was held in Ulan-Ude in September of last year. 


A comprehensive target program for economic utilization of the BAM zone up to 1990, 
a portion of which was included in the country's economic and social development 
plan for the llth Five-Year Plan, was developed on the basis of scientific preplan- 
ning materials, with the participation of USSR ministries and departments and the 
RSFSR Gosplan, under the leadership of the USSR Gosplan in 1980-1981. The program 
was drawn up on the basis of "Methods Instructions on Developing Comprehensive Tar- 
get Programs to Solve Regional Problems and to Shape and Develop Territorial Produc- 
tion Complexes," which were approved by the USSR Gosplan on 31 January 1980. 


The lead developer of the program for economic utilization of the BAM zone was the 
Central Scientific Research Institute of Economics under the RSFSR Gosplan. The 
draft program was reviewed at a RSFSR Gosplan meeting, in the RSFSR Council of Min- 
isters and in USSR Gosplan departments. Preparing the program as an integral part 
of the "Basic Directions of USSR Economic and Social Development in 1981-1985 and 
Up To 1990" determined the direct participation of ministries, departments and a 
number of organizations in working out its sections, and it determined their re- 
sponsibilities. 


The program includes sections as follows: 

target: contains a description of the present (base) level of BAM zone develop- 
ment and formulates the primary goal, subgoals and tasks of the program and the 
stages and schedules for resolving them; 

branch: includes the de: ‘opment of zone-specialization branches which will en- 
sure attainment of the progra goals, as well as formation of the whole production 
infrastructure in the zone; 

social: defines the directions of development of the nonproduction sphere and 
resolving the most important social tasks; 

territorial: reflects the territorial organization of the economy in the BAM 
zone and indicators of the territorial-production formations being shaped in the zone; 

organizational: outlines the forms, methods and procedures for administering and 
organizing program implementation and monitoring it. 


The primary goal of the comprehensive program for economic utilization of the BAM 
zone is the planned formation of an industrial zone in Eastern Siberia and the Far 
East based on comprehensive use of valuable natural resources to meet the needs of 
the country's national economy for fuel, lumber and wood-processing products and me- 
tallurgy. The most important program subgoals were delineated: 

developing specialization branches -- coal, lumbering and mining industry -- in 
the BAM zone in stages and creating corresponding service and auxiliary production; 

building up the territory's transport system adjacent to the BAM zone (installing 
the mainline itself and all "supplemental" railways) and making the most effective 
use of the mainline in terms of putting individual sectors into operation; 
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creating a number of industrial production facilities and complexes in the zone 
and specializing them to produce export output; 

resolving a number of pressing socioeconomic tasks to create favorable working 
and living conditions for the population now living in the BAM zone and for the po- 
pulation now being drawn there. The most important of these is the formation of a 
food program for the BAM zone. 


The extremeness of natural-climatic conditions in Eastern Siberia and the Far East 
where we are faced with carrying out a major national economic program and the higher 
proportionate expenditures on capital construction in the BAM zone have resulted in 
the following initial positions from which the economic strategy for utilizing the 
zone adjacent to the BAM has been determined. 


The industrial enterprises recommended for construction must be carefully selected, 
the main criterion being to ensure the most efficient production of the main types 
of output. 


We must be oriented towards a labor-saving policy, towards a minimum amount of new 
population drawn to the zone and the maximum use in branches of the zone economy of 
the very latest equipment and resources-saving, low-waste production process techno- 
logies in order to increase labor productivity, which will in the end ensure improved 
production efficiency. Outstripping rates of infrastructure development are antici- 
pated, foremost in the social and personal-services development of territory adja- 
cent to the mainline. 


The economic utilization of the BAM zone is planned for an extended period, in which 
the llth and 12th five-year plans will largely be for stockpiling. During the llth 
Five-Year Plan, we are faced with finishing production, social and personal-services 
preparation of the zone in order to complete installation of the base facilities of 
the production infrastructure and the transport system and to ensure access to the 
most important sources of raw material. Based on this, it is proposed that upwards 
of 50 percent of the production capital investment prior to 1985 be directed into 
such branches as downstream transport, repair machinebuilding, power engineering, 
construction industry, building materials industry and branches of the agroindus- 
trial complex. This will enable us to create conditions for intensive development 
in the 12th five-year period and subsequently of union-specialization branches in 
the BAM zone -- coal, mining and lumbering industry. It is these very branches which 
will become the core of the entire economic complex of the BAM zone. 


Among them, lumbering is the branch best prepared for further development. With the 
start-up of individual BAM sectors, more favorable transport conditions are being 
created for expanding timber-cutting in regions adjacent to the mainline. Even in 
the llth Five-Year Plan, we will open up access to new high-quality timber regions 
in Irkutskaya Oblast, Khabarovskiy Kray and northern Amurskaya Oblast. Large and 
medium-sized lumbering operations will be organized here. The largest of them will 
be the Kazachinsk-Lenskiy, Tayurskiy, Selemdzhinskiy and Badzhal'skiy. The two ends 
of the BAM zone, the western (Podymakhino - Kazachinskoye) and eastern (near Komso- 
mol'sk and Amursk) sectors, have the most valuable and most easily utilized timber 
resources and will be transformed into large-scale timber procurement and wood- 
processing regions. The main lumber production and all the chemical wood-processing 
will be concentrated in them. 
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A qualitative leap must be achieved in BAM-zone wood-processing industry: it must 
change over from primarily processing operations (manufacturing lumber, commercial 
chip, building parts and semifinished products) to thorough wood processing (chemi- 
cal and chemico-mechanical). The Amur Cellulose-Cardboard Combine will be signifi- 
cantly expanded, which will permit an increase in the volume and assortment of thor- 
oughly processed wood products and a sharp increase in the production of cellulose, 
cardboard and other very valuable wood products. All this will facilitate making 
lumber industry more efficient. 


An important place in union-specialization branches of the BAM zone belongs to coal- 
mining industry. It is faced with the task not only of providing zone consumers and 
many large industrial enterprises of the Far East with fuel, but also with making 
export deliveries to countries of the Pacific Ocean Basin, and especially Japan. 
This branch must solve the complex problem of easing the strain on the fuel-energy 
balance in the Far East. For a number of years, coal for the Far East has been im- 
ported from Eastern Siberia in large amounts. Shipment volume from Chitinskaya Ob- 
last alone has doubled over the last decade. This is impermissible, given the avail- 
ability of large coal deposits in the Far East. We fully share the opinion of Aca- 
demician N. A. Shilo, chairman of the Presidium of the USSR Academy of Sciences Far 
East Scientific Center, who considers the “importation of coal from the Transbaykal 
and Eastern Siberia to this area an economic paradox."? 


The Southern Yakutsk TPC [territorial-production complex] will become the primary 

base of unionwide importance for mining coking coal. A large quarry is being built 

here at the Neryungrinskiy deposit to mine 13 million tons of coal, as is an enrich- 
ment plant and a large GRES. By the end of the current five-year plan, capacities 

to mine 10.5 million tons of coal per year and an enriching plant to handle nine mil- ! 
lion tons of coal must have been put into operation at this deposit. | 


Southern Yakutia will provide the bulk of the BAM-zone coal mining in the 11th and 
12th five-year plan. Subsequently, we will need to put other deposits into operation 
as well in order to sustain the necessary level of coal mining. In particular, we 
anticipate building the 2.4-million ton per year Denisovskiy mine and enrichment 
plant, a new one million tons per year open-pit mine in Bureinskiy Basin, and ex- 
pansion of the existing mine to four million tons of coal per year. Preparatory 
work connected with expanding coal mining should be begun well in advance. 


Ore-mining industry must be heavily developed in the BAM zone. In the future, tin 
mining at enterprises in Khabarovskiy Kray will be increased several-fold. We are 
faced with creating a new copper-ore production facility for the Udokanskiy deposit, 
an apatite ore-mining facility at Seligdarskiy, a chrysotile-asbestos mining faci- 
lity at the Molodezhnyy deposit, and dechlorinated potassium fertilizer and alumina 
production facilities for Synnyrskiy raw materiais. Increasing tin mining at the 
Solnechnyy Ore-Enrichment Combine is an immediate task. This is to be explained by 
the great demand here for tin and the limited opportunities for purchasing it on the 
world market. 


Increasing the completeness with which initial raw material is used and more thor- 
ough processing are important directions in developing the nonferrous metallurgy of 
the BAM zone. 





—— ee re -_ 


1SOVETSKAYA ROSSIYA, 28 May 1981. 
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A special role is being given to the Udokanskiy copper-ore deposit. However, its 
utilization will require large capital investments and much preparatory work. We 
first of all must, as was noted in the "Materials of the 26th CPSU Congress," com- 
plete all planning work this five-year plan and determine an efficient, effective 
plan for enriching copper sandstones in order to begin developing the production, 
social and personal-services infrastructure complex and install facilities for the 
first line of the Udokanskiy Ore-Enrichment Combine here in the 12th Five-Year Plan. 
Utilizing the Udokanskiy copper-ore deposit in stages like this is also necessitated 
by the fact that installation of the ore-enrichment combine will become practical 
after the corresponding Baykal-Amur Mainline sector begins operating in this region. 


Approximately the same plan is also appropriate for utilizing the Molodezhnyy chry- 
solite-asbestos deposit. The unique raw material in this deposit (long-fiber as- 
bestos with a broad range of applications in various branches of the economy) can 

be used extensively only after the 12th Five-Year Plan. But the 11th and 12th five- 
year plans must be preparatory periods. 


Utilization of the enormous reserves of the Synnyrskiy tract, situated west of the 
Siberian portion of the BAM zone, is of great scientific and practical interest. It 
would enable us to set up the production of about one million tons of chlorine-free 
potassium fertilizers per year. With comprehensive processing, Synnyrskiy deposits 
could yield approximately one million tons of alumina per year, which is needed in 
Fastern Siberia for the powerful aluminum industry which has developed there. An- 
other important by-product will be cement, large-scale production to be organized in 
connection with the enormous scope of the forthcoming industrial and civil construc- 
tion in the BAM zone. In this connection, the proposal by the All-Union Scientific 
Research and Planning Institute of Halurgy that an economically efficient industrial 
complex be created in the future to produce potassium fertilizers, alumina and ce- 
ment using Synnyrskiy raw material is of definite interest. 


The combination of large reserves of coking coals and iron-ore resources in one 
rather compact region, Southern Yakutia, offers favorable opportunities for creating 
a new metallurgical base. The problem of building a large plant to produce metal in 
a complete production cycle in the Far East has long been at the fore. The Far East 
and the Transbaykal portion of Eastern Siberia have long experienced a shortage of 
rolled ferrous metals. The rapidly growing machinebuilding here requires increasing 
amounts of metal, which the two existing metallurgical plants at Petrovsk-Zabaykal'- 
skiy and Amurstal', operating at full capacity, are unable to provide. This is to 
be explained not only by their small size, but also by the failure of the output 
they produce to conform (in terms of assortment) to the needs of industry in the 
region. In some years, only 15 percent of the finished Amurstal' rolled metal is 
used in the Far East, the rest being shipped out of the region an average of 5,000 
kilometers. At the same time, hundreds of thousands of tons of metal in scarce as- 
sortments must be supplied the Far East from regions more than 6,000 km away. 


The scarcity of ferrous metals which has developed in the Far East is thus very sig- 
nificant, and the strong development of productive forces planned for the BAM zone 
will increase it even more. According to RSFSR Gosplan TsENII calculations, it will 
be 3.6 million tons by the end of the 12th Five-Year Plan. 


In view of the national-economic importance of creating a metallurgical base in the 
Far East and the fact that the failure to meet the metal requirements of the BAM zone 
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promptly has a negative effect on the development of many related branches, the USSR 
Ministry of Ferrous Metallurgy and its planning institutes should quickly prepare 
the necessary technical and economic substantiation for utilizing the iron-ore de- 
posit in Southern Yakutia, whose development is anticipated in the "Basic Directions 
of USSR Economic and Social Development in 1981-1985 and Up To 1990." 


In addition to the enumerated specialization branches, other branches of industry 
also are of considerable importance in the comprehensive utilization of the natural 
resources of the BAM zone. Among them, machinebuilding plays a special role. The 
structure of Far East machinebuilding does not yet correspond to the needs of the re- 
gion. Exports of certain types of machinery and equipment from here to the European 
USSR and the Urals sometimes reaches 90 percent of the production volume. At the 
same time, the basic types of machinery and other metal products used in the eastern 
regions are imported from the European portion of the country. This generates inef- 
ficient rail shipments of millions of ton-kilometers, inasmuch as the demand for mach- 
inery and equipment in regions of the Far East is very high. Heretofore, the role of 
manual labor in several branches of material production in these regions has exceeded 
50 percent. Mechanization and automation are therefore necessary here. 


Broad development of all branches of machinebuilding is not recommended for the BAM 
zone. The conditions in these regions necessate the creation here foremost of a 
strong mechanical repair base. An enormous amount of domestic and foreign equipment 
is concentrated here. A significant portion of the machines and machinery has been 
manufactured in special northern modifications, but experience in operating them in 
building the mainline shows that they often malfunction under the harsh winter con- 
ditions. At low temperatures, it is generally the hydraulic drives on tractors, hy- 
draulic pumps and hydraulic cylinders which fail. Losses of working time due to 
technical malfunctions increase 1.2- to 1.5-fold in the winter. In the future, when 
the amount of equipment operating here has increased many-fold, the demand for a well- 
organized mechanical repair service will be that much greater. 


We need first of all to create repair centers for ore-mining equipment and for mach- 
inery and tools used in lumbering. To this end, it is proposed that the first line 
of a mechanical repair plant be built in Neryungri in the five-year plan ahead, which 
will enable us to solve the problem of repairing coal-mining equipment. We will sub- 
sequently need to build a mechanical repair plant in Amursk (Komsomol'skiy Rayon) to 
repair lumbering and wood-processing equipment and a mechanical repair plant in Udo- 
kan to service equipment at the future copper ore-mining combine. 


Electric power engineering will be of great importance in the economic development of 
the BAM zone. Prompt preparation of the power-engineering base is one of the condi- 
tions of successful implementation of the entire program. The creation of such a 
base must be along two lines: construction of the electric power plants themselves 
and gradually switching projects into power systems of the southern regions of Si- 
beria and the Far East. We plan to increase electric power output by building the 
first line of the Neryungrinskaya GRES and expanding the Amurskaya TETs. An import- 
ant role in providing the central portion of the BAM zone with power will be given 

to the Zeyskaya GES. 


The colossal amount of territory being utilized predetermines the necessity of large- 
scale power grid construction. Nearly half the funds be. 1g directed into electric 
power engineering should be singled out for these purposes. Construction of a num- 
ber of 500- and 200-kV electric power transmission lines will enable us to connect 
the power system taking shape in the BAM zone with the power systems of Siberia and 
the Far East. 
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Prompt preparation of the material-technical base for construction is among the de- 
cisive conditions for implementing the program of BAM zone economic utilization. 
Investment policy has two directions here: development of the construction complex 
in the zone and use of the rear-support centers being formed in the more southern 
regions. 


According to RSFSR Gosplan TsENII calculatious, about 30 percent of capital invest- 
ment directed into production construction should be allocated directly for develop- 
ing the construction base in the zone. This five-year plan, we are essentially faced 
with re-creating the material-technical basis of construction (including capacities 
to produce prefabricated reinforced concrete, wall materials, mining non-ore raw ma- 
terial, and so forth). We plan to increase prefabricated reinforced concrete pro- 
duction 2.6-fold in the five-year period, and production of wall materials is to in- 
crease by approximately the same amount. 


In order to ensure the planned growth in the scale of construction, it has been pro- 
posed that reinforced concrete products plants be built in Nizhneangarsk and Chare 
and that large-panel house-building plants be built in Ust'-Kut, Tynda and near Ne- 
ryungri. The largest bases will be developed in regions of intensive construction 
-- Southern Yakutia and the Upper Lena, where construction of many construction- 
industry projects is planned. These regions will account for more than 50 percent 
of state investments. 


In the forthcoming decade, particular attention will be paid to developing downstream 
transport to build up the new territories. Before expanding construction work, we 

plan to build highway approaches from the Baykal~-Amur Mainline to two major ore-mining 
industry projects, the Udokan and Molodezhnyy ore-enrichment combines. N 


Much transport construction is proposed for the Southern-Yakutia territorial produc- 
tion complex. In accordance with the resolutions of the 26th CPSU Congress, the 
technical-economic substantiation for construction of the Berkakit - Tommot - Yakutsk 
railroad will be worked out in the llth Five-Year Plan, and construction of the Ber- 
kakit - Tommot sector will begin in the 12th. Construction of these projects will 
play an enormous role in utilization both of the BAM zone and of the territories 
north of the mainline. Significant amounts of transport construction are antici- 
pated for Verkhnelenskiy Rayon. In particular, expansion and renovation of the port 
of Osetrovo will continue here in the current five-year plan. 


Development of a system of measures for solving the food problem is of particular im- 
portance to economic utilization of the BAM zone. A comparison of the effectiveness 
of producing the basic types of farming and stockraising output within the zone and 
delivering them from other regions demonstrates that it is economical to bring in 
practically all agricultural products. In this connection, it seems appropriate to 
orient the development of agriculture in the BAM zone only towards producing perish- 
ables and produce hard to transport. The necessity of increasing the production of 
agricultural output in the zone nearly two-fold demands the joint efforts of the USSR 
Ministry of Agriculture and other ministries participating in the economic utiliza- 
tion of the BAM zone, the USSR Ministry of Nonferrous Metallurgy, USSR Ministry of 
Coal Industry, USSR Ministry of Timber, Pulp and Paper and Wood Processing Industry 
and the USSR Ministry of Power and Electrification. 


Agriculture will be developed most in regions of concentrated construction: Verkhne- 
lenskiy, Zeyskiy and Komsomol'skiy rayons. They must in the future provide three- 
fourths of the production of agricultural output in the zone. 
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The unique natural conditions of the zone force us to anticipate quite large environ- 
mental protection expenditures. For this territory, such expenditures should be set 
not based on the accepted norms of 3-5 percent of basic capital investments, but at 
the level recommended by the USSR Academy of Sciences Scientific Council on BAM Prob- 
lems -- 7-10 percent. We wili be able to refine the calculations after the Giprogor 
has worked out a comprehensive environmental protection plan for the BAM zone. We 
will subsequently have to develop more particular territorial environmental protec- 
tion plans, foremost for regions of the Northern Transbaykal, Southern Yakutia, the 
Vitimskiy Plateau and the northwestern Amur area. 


Calculations scientific and planning organizations have made of the economic effec- 
tiveness of steps outlined by the program of BAM zone economic utilization have shown 
that investment expenditures in the llth Five-Year Plan will be 2.8 rubles per ruble 
of total gross output of the material sphere. 


Subsequently, growth in the economic effectiveness of measures on economic utiliza- 
tion of the BAM zone will be ensured through production intensification. Greater 
comprehensiveness of initial raw material use and the introduction of waste-free 
technology are anticipated for all zone-specialization branches. Thus, in wood- 
processing industry, the long-range plan is to increase five- to seven-fold the 
proportion of low-quality pulp and scrap used to meet technological needs. Oxidized 
Neryungri deposit coals unsuitable for enrichment and enrichment plant intermediate 
products are to be used as fuel for the GRES under construction here. The waste gen- 
erated by enriching coking coals and a portion of the overburden must find applica- 
tion in building materials production. In tin industry, we plan to increase approxi- 
mately two-fold the output per unit of raw material volume by involving attendant im- 
purities in production and raising the level of extraction of useful components. 


A number of social factors should also be taken into account when evaluating the ef- 
fectiveness of the complex of BAM zone economic utilization measures. Large expen- 
ditures must be anticipated, foremost on developing the social and personal services 
infrastructure. Calculation indicators for nonproduction construction volume have 
been adopted for these regions at the level of the average indicators developed by 
the RSFSR Gosplan TsENII for Eastern Siberia and the Far East. The norms for pre- 
school and medical institutions exceed that level. Specific expenditures on creat- 
ing social and personal-services infrastructure projects here are higher per capita 
than analogous indicators achieved in the central regions of the country by three- 
fold. In individual BAM zone regions, this difference will be even more significant, 
inasmuch as the demand for capital investment in the nonproduction sphere has been 
differentiated for the different zone sectors. Thus, given a zone average cost per 
square meter of housing of 420 rubles, the maximum has been set at 600 rubles (for 
Severo-Baykal'skiy Rayon) and the minimum -- at 230 rubles (for Komsomol'skiy Rayon). 


An investment structure in which the proportion of expenditures on the social and 
personal-services infrastructure has beer increased should be considered justified 
for newly utilized regions. The investment policy being proposed for the BAM zone 
takes into account many years of experience in planning and revealing capital con- 
struction shortcomings in other regions of the country where the basic production 
projects were put up and released for operation first and projects of related 
branches, housing, municipal- and personal-services projects were built second. 

They were generally installed more slowly than the main projects, thus delaying full 
utilization of the capacities in the basic branches. There were such shortcomings 
in shaping the systems of complexes in the Angara-Yenisey region and the Western 








Siberian petroleum and gas complex. They are manifesting themselves today in the 
Southern Yakutsk territorial production complex, which is part of the BAM zone. 


Calculations of the economic effectiveness of utilizing the mainline zone which were 
made purely on the basis of branch indicators (that is, without consideration of many 
of the above-noted social aspects) show that proposals on developing specialization 
bronches of this zone have been highly effective. Thus, expenditures on utilizing 
the timber resources of many regions of the BAM zone (except for Severo-Baykal'skiy 
and Udokanskiy) are at the level of expenditures in Tyumenskaya Oblast and the Komi 
ASSR and expenditures on utilizing resources in Verkhnelenskiy Rayon are close to the 
indicators of existing enterprises in Krasnoyarskiy Kray. The period needed to re- 
compense capital investments in timber procurement in Verkhnelenskiy, Komsomol'skiy 
and Urgal'skiy rayons is 8-9 years, and in Selemdzhinskiy and Zapadno-Amurskiy ray- 
ons -- 10-11 years. 


"Uralgiproruda" institute has compiled technical-economic indicators on the constiuc- 
tion of ore-enrichment combines at a number of asbestos deposits. The results ob- 
tained testify to the advantages of utilizing the Molodezhnyy chrysotile-asbestos 
deposit in the BAM zone: capital investments on building the ore-enrichment combine 
based on it will be recompensed in 11.2 years, given a profitability of 8.7 percent 
at that combine. 


The use of opportunities and advantages in the area of international economic coop- 
eration, foremost with countries of the Pacific Ocean basin, will facilitate increas- 
ing the overall effectiveucss of the program for utilizing the BAM zone. Attracting 
the financial and material resources of foreign countries to installing projects on 

a compensatory basis will help provide the large new enterprises with modern equip- 
ment and construction equipment and will facilitate their accelerated start-up. The 
advantayeousness of exporting individual types of output, and especially coal, from 
the BAM zone has been evaluated on the basis of calculations made in accordance with 
the "Methods of Determining the Economic Effectiveness of USSR Foreign Economic Ties." 
The effectiveness of exporting asbestos and copper is somewhat lower, resulting from 
the greater capital intensiveness of creating new enterprises to produce them. Thus, 
timber, coal, copper and asbestos might be the most important export commodities of 
the BAM zone, as the demand for them is constantly growing in the Pacific Ocean ba- 
sin countries. 


It is proposed that the organizational forms adopted for the Western Siberian petro- 
leum and gas complex and approved at the 26th CPSU Congress in the report by CPSU 
Central Committee General Secretary L. I. Brezhnev be used to improve planning the 
measures of the BAM zone economic utilization program and the process of administer- 
ing its implementation. The creation of a USSR Council of Ministers commission for 
the BAM one economic utilization program and a USSR Gosplan interdepartmental ter- 
ritori commission in Tynda is recommended. 


The shaping of a powerful construction base and precise organization of the construc- 
tion | -ocess are among the pivotal tasks in implementing the BAM zone utilization 
program, 


In connection with the huge scope of construction being planned here, we need to or- 
ganize centralized leadership of the implementation of program measures in each re- 
gion of intensive construction, To this end, one of the main ministries utilizing 
the specific region should be entrusted with performing the functions of general 








client and should be given the right to coordinate and decide all questions connected 
with the economic development of the territory, with shaping the system of production 
and social infrastructure projects in the given region. The transfer of duties and 
functions of single client for building social and personal-services projects to the 
local Soviets of People's Deputies must be anticipated for the more remote future, 

at a stage when a mature economic complex has been formed in each region of BAM zone 
construction. 


It is necessary that the zone construction complex be organizationally unified, that 
its planning and management be effected in conformity with target-program principles. 
The functions of general contractor must basically be entrusted to the Ministry of 
Construction in Far Eastern and Transbaykal Regions in the BAM zone; under the pro- 
visions approved for it, this ministry is obligated to guide the construction of pro- 
duction projects in its regions of activity regardless of what branches of the na- 
tional economy they are related to, as well as the construction of housing and cul- 
tural and personal-services projects. The Verkhnelenskiy region of concentrated con- 
struction is an exception, as it is not territorially within the sphere of activity 
of the Ministry of Construction in Far Eastern and Transbaykal Regions. It would be 
appropriate to entrust the functions of general contractor here to the USSR Ministry 
of Industrial Construction, which is involved with large-scale capital construction 
in nearby regions. The situation which has evolved in the Southern Yakutsk terri- 
torial production complex, in which the functions of general contractor are actually 
performed by two ministries, the USSR Ministry of Coal Industry and USSR Ministry of 
Power and Electrification, should be retained in the llth Five-Year Plan. 


We can recommend the Promstroyproyekt institute in Khabarovsk, an institute with con- 
siderable experience in planniny work in the country's eastern regions, as the lead 
planners responsible for preparing estimate-planning documentation and maintaining 
contacts with branch and specialized planning institutes. Planning-surveying and 

the development of regional lay-out plans for regions of intensive construction in 
the BAM zone, as well as lay-out plans for the administrative rayons comprising them 
and general plans and detailed lay-out plans for their industrial-center cities, can 
be entrusted to the RSFSR Gosstroy Giprogor. 


Implementation of the comprehensive target program for economic utilization of the 
BAM zone will enable us to create in Eastern Siberia and the Far East a new indus- 
trial base for the comprehensive use of natural resources. 


COPYRIGHT: Izdatel'stvo "Pravda", "Planovoye khozyaystvo", 1982 


11052 
CSO: 1820/113 END 


) 








END OF 
FICHE 








DATE FILMED 





